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His Excellency William F . Weld, Governor 
His Honor A. Paul Cellucci, Lieutenant Governor 
Honorable William M. Bulger, President of the Senate 
Honorable Charles F . Flaherty, Speaker of the House of Representatives 
TEL 161 71 727-2075 
Honorable Patricia McGovern, Chairman of the Senate Ways and Means Committee 
Honorable Thomas M. Finneran, Chairman ofthe House Ways and Means Committee 
Honorable Members of the General Court: 
I am pleased to submit herewith the Semi-Annual Report of Audit Results and 
Activities of the Office ofthe State Auditor covering the period January 1, 1991 
through June 30, 1991. 
This ninth report, which marks the beginrung of my second term as Auditor of the 
Commonwealth, continues a format which organizes audit results by recurring findings 
within sectors of government to highlight systemic problems as well as broad areas in 
need of strengthening. The OSA also acknowledges, within each section , actions taken 
by agencies in response to previous OSA audit results and recommendations . More-
over, proposed and ongoing initiatives are included to infonn officials of significant 
audit activity and ofthe OSA's increased emphasis on the monitoring of revenue 
collections , deposits , and expenditures; on bonding issues at public authorities ; on 
processes used to establish and adjust revenue estimates; and on safeguarding and 
enhancing the Commonwealth's assets. 
Before closing, I would like to call special attention to the Division of Local Mandates 
(page 60 ). In addition to legislative studies and mandate determinations, this section 
highlights a comprehensive review of Chapter 766, the Commonwealth's Special 
Education Law. The Special Education Report makes 41 recommendations , including 
mainstreaming initiatives to reverse the trend of increased separate placement of 
special -needs students . 
I look forward to continuing to work with the Legislature and the Administration on 
special education reform as well as on many other issues relative to the quali ty and cost 
effectiveness of state government and ofthe services that the Commonwealth provides 
to its citizens . 
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Office of the 
State Auditor: 
Authority and 
Responsibilities 
T he Office of the State Auditor (OSA) operates under the direction and control of the State Auditor, an independently elected constitu-
tional officer. 
The OSA provides the Governor, the 
Legislature, auditees, oversight agencies, 
and the general public with an independent 
evaluation of the various agencies, activi-
ties, and programs operated by the Com-
monwealth. The State Auditor is mandated, 
under Chapter 11, Section 12, of the Massa-
chusetts General Laws, to conduct an audit 
at least once every two years of all depart-
ments, offices, commissions, health and 
higher education institutions, and activities 
of the Commonwealth, including its court 
system and Authorities. Not including 
special audit projects, the number of entities 
requiring audit coverage totals approxi-
mately 750. The Auditor also has authority 
to audit the thousands of vendors that 
contract with the Commonwealth and its 
instrumentalities, as well as federally aided 
programs. In addition, the Auditor is re-
sponsible, under Chapter 11, Section 6B, of 
the Massachusetts General Laws, for the 
Division of Local Mandates, which is 
charged primarily with determining the fi-
nancial impact oflegislation on cities and 
towns. 
The OSA conducts both financial and per-
formance audits in accordance with "Govern-
ment Auditing Standards" issued by the 
Comptroller General of the United States. 
These standards are known in the profession 
both as Generally Accepted Government 
Auditing Standards (GAGAS) and as the 
Yellow Book standards. 
OSA audit activities include the following 
objectives: 
• Attesting to the fair presentation, accuracy, 
and reliability of an auditee's financial 
statements; 
• Determining whether the Commonwealth's 
resources are properly safeguarded; 
• Determining whether such resources are 
properly and prudently used; 
• Determining an auditee's compliance with 
legal and regulatory requirements; 
• Evaluating management's economy and 
efficiency in its use of resources; 
• Determining and evaluating a program's 
results, benefits, or accomplishments; and 
• Ensuring that all audit results are fully 
disclosed to the public and the auditees. 
All OSA audit results and recommendations 
are intended to assist agency and program ad-
ministrators by indicating areas where ac-
counting and administrative controls, financial 
operations, program results, and efficiency and 
effectiveness can be improved, and by provid-
ing technical assistance where appropriate . 
An important component of most audits is the 
exit conference, during which the auditee is 
given an opportunity to respond to the audit 
and its recommendations. In short, the OSA is 
not simply a critic but is an agent, an advo-
cate, and a catalyst for improved management 
and delivery of government services. 
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Audit Results, 
RecommendaTIons, 
Initiatives, and 
Corrective 
Actions: Overview 
D Uring the report period January 1, 1991 through June 30, 1991, the Office of the State Auditor issued 132 audit reports covering: Au-
thorities, human services agencies, educa-
tion entities, judiciary entities, and various 
other state activities. For a complete listing 
of audit reports, see Appendix I on page 75. 
In these reports, the OSA disclosed millions 
of dollars in financial and operational defi-
ciencies and also provided recommendations 
intended to safeguard the Commonwealth's 
assets and to improve the effectiveness and 
efficiency of governmental operations. 
Each type of entity audited by the OSA is 
governed by particular laws and regula-
tions; is required to maintain financial 
records properly; and, of course, is expected 
to operate economically and effectively. 
OSA audits are not intended to sensa-
tionlize, but rather to present an accurate 
appraisal of financial management, legal 
compliance, and, where appropriate, pro-
gram effectiveness. 
Audit results and recommendations are 
important to auditees, and in a majority of 
instances auditees have indicated a willing-
ness to take appropriate corrective action. 
Audit results, viewed in the aggregate, give 
focus to problem areas for legislators and 
administration officials and, along with 
critical individual audit results, are the 
basis of the OSA legislative and administra-
tive initiatives and recommendations. 
The following information demonstrates 
that OSA audits not only have promoted 
the safeguarding and enhancement of the 
Commonwealth's assets but have also 
assisted auditees in creating solutions to 
improve their fmancial and managerial 
operations. 
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Authority Audits 
During the report period, the OSA re-
leased 73 audit reports relative to housing 
authorities, redevelopment authorities , and 
planning commissions . Twenty-three of 
these reports identified recurring audit 
results which, if addressed, will improve 
financial management of the Authorities . 
This improvement in turn will help to 
safeguard state and federal funding and to 
protect the interests of public housing 
tenants and applicants . 
Audit Results 
Inadequate 
Accounting and 
Administrative 
Controls 
AuthorIty Audits 
OSA reports on housing authorities revealed various recordkeep-
ing and internal control weaknesses that could adversely affect 
their operations. Proper controls assist an Authority to maximize 
revenue potential and to avoid incurring unnecessary operating 
deficits, thereby potentially increasing funds available for its pro-
grams. The following are examples of areas where controls needed 
improvement: 
• Barnstable Housing Authority, in several instances, charged 
expenditures to the wrong account, resulting in incorrect operat-
ing statements . For example, financial statements for federally 
aided programs were understated in expenditures by $10,000, 
and proceeds from the sale of a computer system were incorrectly 
recorded. In addition, computer purchases of$7,140 were incor-
rectly charged to an administrative account. As a result of the 
Authority's incorrect accounting procedures, assets were under-
stated and administrative expenses overstated. Also, the pur-
chased computers were not recorded on the required inventory 
listing, thereby reducing the Authority's inventory control over 
these assets. 
• Barnstable Housing Authority made salary overpayments to-
talling $18,671 in fiscal year 1989 and overspent its insurance 
and employee benefit accounts by $33,936, thereby reducing 
operating reserves for its state-aided programs and potentially 
creating a need for additional state subsidies. 
• Northampton Housing Authority had operating-control weak-
nesses relative to payroll authorizations, washer/dryer income, 
and air conditioning income. Discrepancies existed in fiscal years 
1989 and 1990 between salaries approved for four employees in 
federal or state budgets and wages actually paid to these work-
ers. In addition, income received from use of washers/dryers and 
air conditioners was not properly monitored. 
• Wakefield Housing Authority recorded operating subsidies earned 
for its state-aided housing programs at the time they were re-
ceived rather than in the period they were earned, contrary to 
Executive Office of Communities and Development (EOCD) 
accounting guidelines. As a result, financial statements for the 
fiscal year ended June 30, 1990 did not reflect the actual subsi-
dies earned during the fiscal year. 
• Wilbraham Housing Authority exceeded both total and specific 
line-item budgets for its Elderly Housing and its Family Scat-
tered-Site Housing programs by $9,838 in fiscal year 1988 and by 
$10,826 in fiscal year 1989. These overruns were not reported on 
financial statements submitted to EOCD but were instead funded 
from the Authority's Commercial Property Program. 
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Authority Audits 
Inadequate 
Accounting and 
Administrative 
Controls 
Continued 
Inadequate 
Control over 
Property and 
Equipment 
8 
• Wilbraham Housing Authority did not maintain payroll 
timesheets for its Executive Director and its Administrative Assis-
tant. In addition, the Executive Director did not review and 
approve maintenance workers' timesheets. Without adequate 
timesheets and attendance calendars and without appropriate 
review and approval of timesheets, the Authority cannot be as-
sured that employees worked the hours for which they were paid 
or that sick and vacation-time balances were correctly accumu-
lated. 
• Wilbraham Housing Authority overspent its two-year travel 
budget of$2,970 by $1,519. Moreover, the Authority lacked ap-
propriate supporting documentation for certain travel expendi-
tures and improperly charged travel-related expenses to the 
Authority's administrative account. As a result, the Authority 
could not be assured that all travel expenditures were necessary 
and valid. 
The Accounting Manual for State-aided Housing Programs, issued 
by the Executive Office of Communities and Development (EOCD), 
requires that housing authorities conduct annual physical invento-
ries of property and equipment, tag equipment, and annually update 
property listings. In addition to ensuring accountability of property 
and equipment, adequate inventory records serve as a source of 
insurance coverage information in the event of a casualty loss, as a 
basis of comparison with the previous year's physical inventory, and 
as financial planning data. Several reports identified areas where 
inventory controls needed improvement in order to adequately 
safeguard property and equipment and to protect these assets from 
possible loss, theft, or misuse. Examples include: 
• East Bridgewater Housing Authority was cited in a previous audit 
for inventory control deficiencies. During the current audit period, 
the Authority had still not completed an inventory of all furniture 
and equipment items; tagged equipment; established equipment 
record cards; or recorded the location, asset-control number. and 
original cost or fair market value of each item on a Master Inven-
tory List. 
• Fall River Housing Authority did not appropriately record the 
original cost or fair-market value of its furniture and equipment. 
• Leicester Housing Authority did not appropriately record the 
original cost or fair-market value of its property and equipment. 
Moreover, the Authority did not tag or include on its inventory list 
ten refrigerators and nine stoves valued at $4,857. Finally, the 
Authority did not establish furniture and equipment record cards. 
Inadequate 
Control over Rent 
Redeterminations 
Authority Audits 
• Lexington Housing Authority did not maintain accurate or com-
plete inventory records. The original cost or fair-market value of 
property and equipment was not appropriately recorded, nor did 
inventory cards include such necessary data as acquisition date, 
vendor, and serial number. 
• Northampton Housing Authority did not maintain accurate or 
complete inventory records, nor did it properly tag all inventory 
items. In addition, the OSA auditors could not locate $2,298 in 
physical assets appearing on the Authority's inventory listing. 
• Saugus Housing Authority, while making some progress in 
improving inventory controls, did not fInish preparing inventory 
cards and did not appropriately record the cost or fair-market 
value of all property and equipment. 
• Wilbraham Housing Authority, while making some progress in 
improving inventory controls, still did not maintain complete and 
accurate records of its flXed assets. 
OSA reports disclosed that at one housing authority certain rent 
redeterminations and increases were not in accordance with Execu-
tive Office of Communities and Development (EOCD) and Depart-
ment of Housing and Urban Development (HUD) regulations, and 
at another rent collections were not maintained on a current basis. 
These conditions could result in lost income to housing authorities 
or in overcharges to tenants. 
• Barnstable Housing Authority did not perform all rent redetermi-
nations within the federally required twelve-month period. In 
addition, the Authority did not certify that rents were within 
guidelines established by federal regulations under the Section 8 
Rental Assistance Program. As a result, the Authority could not 
be assured that rents charged were accurately determined or that 
these rents adhered to the Code of Federal Regulations. 
• Pittsfield Housing Authority, while making some progress in 
resolving its delinquent rent problem, was still owed $26,650 as 
of November 30, 1990. 
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Authority Audits 
Retention 
of Excess 
Development 
Funds 
10 
The Executive Office of Communities and Development (EOCD) 
advances funds to local housing authorities for the construction and 
upkeep of the Commonwealth's public housing units. When excess 
funds are not returned in a timely manner upon project completion, 
the Commonwealth is denied use of these funds for other program 
initiatives. During the report period, the following instances of 
retention of excess development funds were disclosed: 
• East Bridgewater Housing Authority had been cited in two 
previous reports for retaining excess development funds totalling 
$24,272. As also noted in a previous audit report, EOCD had 
formally requested the return of these funds . Although the Au-
thority and EOCD have agreed upon an amount to be remitted, 
this money had not yet been transferred . 
• Wilbraham Housing Authority retained $112,877 in excess 
development funds from an elderly housing project which had 
been occupied since January, 1986. As a result, the Common-
wealth was denied use of these funds for other projects and 
programs. In addition, the Authority used $65,109 of these 
excess development funds for loans unrelated to development 
issues, contrary to the Authority's Contract for Financial Assis-
tance (CFA) with the Commonwealth. As a result, the Authority 
lost an estimated $2,600 in potential interest income during the 
audit period. 
Authority Audits 
Prior Audit Results: Corrective Actions 
Belmont Housing 
Authority 
Chelmsford 
Housing Authority 
Concord Housing 
Authority 
East Bridgewater 
Housing Authority 
Easton Housing 
Authority 
Hanover Housing 
Authority 
Lynn Housing 
Authority 
I 
A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. Housing authori-
ties have been particularly responsive to OSA recommendations 
and in most instances have moved expeditiously to improve their 
financial-management practices, as indicated in the following 
examples: 
• The Authority has improved the safeguarding of its property and 
equipment by establishing a perpetual inventory-card system and 
properly recording its fixed assets. 
• The Authority has reimbursed its Elderly Housing Program 
$45,832 which it had used to pay expenses for other programs. 
• The Authority has sought and obtained the appropriate approval 
for funds expended on development work. 
• The Authority is now in compliance with Executive Office of 
Communities and Development (EOCD) guidelines on preparing 
and filling vacant units for new tenants. 
• The Authority has strengthened its accounting controls by prop-
erly reporting all operating receipts for the prior and current 
fiscal years on its fmancial statements. 
• The Authority has improved its accounting and administrative 
controls by maintaining complete and accurate records of its fi-
nancial activities . 
• The Authority has improved the safeguarding of its property and 
equipment by conducting a complete physical inventory and prop-
erly recording the inventory value on the general ledger of its 
state programs. 
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Authority Audits 
Orleans 
Housing Authority 
Rehoboth 
Housing Authority 
Wakefield 
Housing Authority 
Wilbraham 
Housing Authority 
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• The Authority has improved its coordination and monitoring of 
contractual agreements for residential service programs provided 
by the Department of Mental Health. 
• The Authority has strengthened its accounting and administra-
tive controls by maintaining complete and accurate fmancial rec-
ords. In addition, the Authority has adopted a formal investment 
policy whereby all excess funds are invested in interest-paying 
accounts. 
• The Authority has improved the safeguarding of its funds by 
securing funds in excess of amounts insured by the FDIC through 
collateral pledged by the bank. 
• The Authority has improved its tenant-selection procedures by 
ensuring that only eligible applicants are accepted and by main-
taining accurate and clearly documented waiting lists. 
• The Authority is now in compliance with EOCD rent redetermin-
nation regulations. Specifically, the Authority is ensuring that 
sufficient income and deductions documentation is available, that 
tenants' rents are calculated accurately, and that rent determina-
tions are performed on an annual basis. 
Initiatives 
Massachusetts 
Bay Transportation 
Authority (MBTA) 
Capital 
Improvement 
ProJects 
Massachusetts 
Housing Finance 
Agency (MHFA) 
Massachusetts 
Port Authority 
(Massport) 
Authority Audits 
The following is an update of planned and ongoing special OSA 
initiatives in the area of Authority audits : 
• The OSA has begun an audit of major capital improvement 
projects administered by the MBTA that are 100% state-funded. 
Projects under review include, but are not limited to, the North 
Station Platform/Garage Project, the South Station Rehabilita-
tion Project, the Lynn Central Square Station and Garage Proj-
ect, the JFK-UMass Station Project, the Roxbury Replacement 
Service Project, and the Purchase of Commuter Rail Equipment 
Project. In addition, as part of a statewide review of short-term 
and long-term debt financing, the OSA will evaluate the bond 
issuance structure at the MBTA. 
• The OSA is continuing a review of several areas within the 
MHFA, including the status and impact on operations of non-
performing or uncollectible loans, implementation of single- and 
multi-family programs, compliance with MHF A policy regarding 
transfer of property from a non-profit to a limited-profit entity, 
and procedures for bidding and awarding all professional con-
tracts. In addition, as part of a statewide review of short-term 
and long-term debt financing, the OSA is evaluating the bond 
issuance structure at MHF A. 
• The OSA plans to initiate a review of Mass port's policies and 
procedures for reimbursing personnel for travel and entertain-
ment expenses, controls over fixed assets, methods for allocating 
expenses over the Authority's entire operations, procedures for 
bidding and awarding contracts, computation of landing fees , and 
payroll controls . In addition, as part of a statewide review of 
short-term and long-term debt financing, the OSA will evaluate 
the bond issuance structure at Massport. 
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Authority Audits 
MassachuseHs 
Turnpike Authority 
MassachuseHs 
Water Resources 
Authority (MWRA) 
Redevelopment 
Authorltles/ 
Planning 
Commissions 
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• The OSA is continuing a review of several areas within the 
Massachusetts Turnpike Authority, including its procurement 
reform initiatives; construction contract award process; toll collec-
tion controls and procedures; policies related to the procurement 
and disposition of motor vehicles, heavy equipment, other mainte-
nance equipment, and office furnishings; and administrative 
policies and procedures governing travel and entertainment. In 
addition, as part of a statewide review of short-term and long-
term debt financing, the OSA is evaluating the bond issuance 
structure at the Authority. 
• The OSA plans to initiate a review of the cost, schedules, and 
performance of the various aspects of the harbor clean-up project. 
The audit will examine MWRA's Project Construction and Man-
agement Contract, with emphasis on the Incentive Fee Plan es-
tablished between the Authority and contractor. 
• The OSA will conduct a survey to determine the current activities 
of each redevelopment authority and planning commission. Once 
a determination has been made as to which authorities and com-
missions have received state funds for ongoing projects, on-site 
reviews will be conducted to review not only their fiscal opera-
tions but also compliance with their enabling legislation and 
grant agreements. 
Authority Audits 
15 
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Education Audits 
During the report period, the OSA re-
leased thirteen audits pertaining to public 
education, including nine audits of student 
financial assistance programs and three in-
vestigations pursuant to Chapter 647's 
requirements regarding the reporting of 
missing funds. In addition, the OSA re-
leased a comprehensive review of Chapter 
766, the Massachusetts law intended to 
ensure a child's right to equal educational 
opportunity despite special needs. This 
study is detailed on page 65, within the Di-
vision of Local Mandates section. 
Audit Results 
Noncompliance 
with Federal 
Regulations 
Regarding 
Student Financial 
Assistance 
Programs 
Education Audits 
OSA audits revealed numerous deficiencies pertaining to internal 
controls over student financial assistance programs, resulting in 
violations of federal regulations. Schools participating in the fed-
eral student financial aid program must adhere to The Recipient's 
Guide for the U.S. Department of Education Payment Management 
System. This system requires schools to request funds for immedi-
ate needs only and to disburse these funds within three working 
days. Failure to comply with federal regulations could potentially 
jeopardize a school's eligibility to participate in certain federal 
financial aid programs. This in turn could limit educational oppor-
tunities for students. Examples of deficiencies include: 
• Berkshire Community College did not match its requests for 
federal funds with its financial assistance disbursements due to 
the lack of an appropriate system for anticipating its federal cash 
needs. As a result, the College violated federal regulations which 
require schools to draw only those federal funds sufficient to meet 
immediate disbursement needs and to disburse the funds within 
three days . The OSA identified 11 periods ranging in duration 
from 1 to 23 days when excess cash balances exceeded $2,000. 
Conversely, in three instances, deficit federal balances exceeded 
$30,000. 
• Bristol Community College needed to improve its cash-manage-
ment system over the drawdown of federal student aid funds . As 
a result of deficiencies, the College violated federal regulations 
which require schools to draw down only those federal funds 
sufficient to meet immediate disbursement needs and to disburse 
the funds within three days . In fiscal years 1989 and 1990, 6 of 
52 drawdowns were not entirely expended within the 3-day limit, 
and residual balances greater than $10,000 persisted through at 
least 7 drawdowns in fiscal year 1989. 
• Holyoke Community College's cash-management system needed 
improvement to ensure that the College would draw only enough 
federal funds to meet its immediate needs and would disburse 
funds within three days in accordance with program require-
ments. OSA audit tests of 6 federal cash advances indicated that 
at times the College withdrew more federal monies than needed, 
resulting in excess balances ranging from $11,296 to $111,802 
retained from 4 to 75 days beyond the 3-day limit. 
17 
Education AudIts 
Noncompliance 
with Federal 
Regulations 
Regarding 
Student Financial 
Assistance 
Programs 
Continued 
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• Holyoke Community College did not deposit its required institu-
tional matching funds to the Perkins Loan Program Fund and to 
the College Work-Study (CWS) Program in a timely manner. 
Federal regulations require institutions to deposit Perkins Loan 
Program matching funds prior to or at the same time that federal 
funds are deposited and to pay the institution's share of CWS 
wages at the same time that it pays the federal share. An over-
sight resulted in the Perkins institutional match being made five 
months late and the CWS match being made three months late. 
• Holyoke Community College did not reconcile its bank account 
during 1990 as federally required. In addition, the College did 
not reconcile its quarterly U.S. Department of Education fiscal 
reports to its own Financial Records System. 
• Massachusetts Maritime Academy needed to improve its cash-
management regarding the withdrawal of federal funds to meet 
the needs of its College Work-Study Program. In 4 of the 8 
drawdown transactions tested, the Academy retained excess cash, 
ranging from $469 to $8,325, for up to 75 days beyond the 3-day 
limit. 
• Massasoit Community College needed to improve its cash-man-
agement system to more accurately forecast its cash needs. In 
violation of federal regulations, four of the six drawdowns exam-
ined were not disbursed within the three-day limit. 
• Mount Wachusett Community College's cash-management sys-
tem needed improvement to ensure that the College withdraws 
only enough federal funds to meet its immediate needs and 
disburses funds within three days in accordance with program 
requirements. OSA audit tests indicated that the College had 
excess cash on hand totalling $8,630 in 1988 and $472 in 1989. 
• Northern Essex Community College needed to improve its cash-
management system in order to properly determine its immediate 
cash needs prior to requesting federal funds. In 6 of the 12 
drawdowns tested, the College did not disburse the entire with-
drawal within 3 days as required, maintaining excess balances 
ranging from $231 to $20,347 for 1 to 45 days beyond the 3-day 
limit. 
• North Shore Community College did not have a system in place 
to effectively manage the drawdown of federal funds to meet its 
immediate disbursement needs for the College Work-Study 
(CWS) program, contrary to federal regulations . During the 3 
years audited, the College allocated funds to the CWS Program 
only 9 times, averaging $18,000 each allocation, while the 78 
CWS payrolls averaged $2,200, resulting in excess cash on hand. 
Inadequate 
Accounting and 
Administrative 
Controls 
Education AudIts 
• University of Lowell was unable to correct Pell Grant payment 
documents by the December 31, 1989 deadline established by the 
federal Department of Education. As a result, program payments 
exceeded the program authorization by $1,190. 
• University of Lowell retained five federal aid draws, totalling 
$116,719, in clearing accounts for six to thirteen months during 
the two-year audit period because its existing system did not 
prevent duplicate draws or ensure prompt transfer of funds to 
working accounts. Further, in four of the eight drawdowns 
tested, the University did not disburse funds within the three-day 
limit from College Work-Study accounts. 
OSA education audits revealed deficiencies pertaining to internal 
control policies and procedures. Such weaknesses can create vul-
nerabilities to waste and illegal acts and can result in unnecessary 
expenditures. Examples include: 
• North Shore Community College lacked sufficient internal con-
trols in its Division of Continuing Education (DCE). Rather than 
being deposited at the close of each business day, receipts were 
held on campus until reconciliations were completed. A theft 
from the DCE office safe resulted in the loss of$7,143 in cash and 
roughly 1,000 registrations with credit card authorizations and 
checks attached. This review was conducted pursuant to Chapter 
647 of the Acts of 1989, which requires the OSA to determine the 
internal control weaknesses that allowed thefts to occur and to 
make recommendations to correct the conditions found. (See p. 
58.) 
• University of Massachusetts at Amherst, responding to the 
requirements contained in Chapter 647 of the Acts of 1989, 
notified the OSA of a falsification of payroll records and a subse-
quent theft of approximately $14,000 in funds from two payroll 
accounts. The OSA review revealed the following inadequate 
internal controls that permitted the falsification of records and 
subsequent theft: (1) ineffective payroll procedures, including 
inadequate segregation of duties, improper certification of pay-
rolls, and an improper check-distribution system; (2 ) lack of 
specific guidelines or instructions concerning departmental pay-
roll procedures; and (3 ) lack of monitoring procedures to deter-
mine compliance with payroll requirements . In addition, the 
State Board of Retirement and the University's bonding company 
were not promptly notified of the loss. (See p. 58.) 
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Education Audits 
Inadequate 
Accounting and 
Administrative 
Controls 
Continued 
20 
• University of Massachusetts at Boston, responding to the require-
ments of Chapter 647 of the Acts of 1989, reported to the OSA the 
loss of over $120,000 in an alleged theft from its Bursar's Office. 
The OSA's review of the control environment at the time of the 
alleged theft revealed that anyone gaining access to the Bursar's 
Office had access to the vault, as well as to cash on hand in the 
office. Moreover, because it did not have a check-writing func-
tion, the Bursar's Office maintained an excessive amount of cash 
on hand. (See p. 59.) 
• University of Massachusetts at Boston's ineffective controls over 
parking garage operations resulted in approximately $458,000 in 
revenue being lost. Tollbooths at the parking garage, although 
open to traffic 24 hours daily, were unstaffed for more than 10 
hours per weekday and were not staffed at all on weekends. 
During the period when the garage was open but unstaffed, cars 
used the garage and exited without paying the required parking 
fee . In addition, the University is owed over $71 ,000 in revenue 
from uncollected parking garage charges. 
• University of Massachusetts at Boston's Accounting Office had 
more than $6,000 in outstanding travel advances unaccounted for 
because of failure to adhere to the University's travel regulations. 
The University Comptroller's policy allows a 30-day advance 
period before beginning payroll deductions for the collection of 
advances. However, the OSA noted unpaid advances dating back 
to December, 1988. 
Education Audits 
Prior Audit Results: Corrective Actions 
University ot 
MassachuseHs 
Medical School 
Initiatives 
State College and 
University Building 
Authorities 
Student Financial 
Aid Programs 
A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. The following 
school implemented the OSA's prior audit recommendations: 
• The Medical School has revised its student learning contracts to 
require payments from students who did not complete the medi-
cal school program, is taking action on delinquent tuition pay-
ments, and is reporting these outstanding contracts in the notes 
to its annual financial statements. 
• The Medical School has made substantial improvements in the 
storage and maintenance of its financial records, surplus equip-
ment, and supply items. 
• The Medical School has implemented new procedures to properly 
control the distribution of payroll checks. 
• The Medical School has improved its recordkeeping over gasoline 
and vehicle usage. 
The following is an update of planned and ongoing initiatives in 
the area of Education: 
• The OSA is continuing a comprehensive review of the four state 
college and university building authorities (University of Massa-
chusetts Building Authority, the Massachusetts State Colleges 
Building Authority, the University oflJOwell Building Authority, 
and the Southeastern Massachusetts University Building Author-
ity). The audit is reviewing each Authority's room-and-board 
determination process, fixed asset control system, cash and in-
vestment management practices, contract bidding and awarding 
process for all professional contracts, and insurance premium 
costs in order to determine if a "blanket policy" would be less 
costly. The audit will also evaluate whether the building authori-
ties should be consolidated in order to achieve greater operating 
efficiency and fiscal savings. 
• The OSA will be conducting audits of federal student financial 
assistance programs at thirteen public colleges during fiscal year 
1992. 
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Human Services 
Audits 
During the audit report period, the OSA 
released sixteen reports pertaining to hu-
man services activities, nine of which con-
tained audit results . These reports revealed 
deficiencies in such areas as accounting and 
administrative controls, controls over client 
funds, and revenue maximization. 
Audit Results 
Inadequate 
Accounting and 
Administrative 
Controls 
Inadequate 
Control over 
Patient Funds 
Human Services Audits 
Adequate accounting and administrative controls help maximize 
state non-tax revenue collections of accounts receivable and help 
minimize misuse of state funds . Deficiencies were disclosed at the 
following entities: 
• Erich Lindemann Mental Health Center, cited in a prior audit 
report for inadequate monitoring of payroll procedures, had not 
yet instituted uniform recordkeeping procedures to track atten-
dance and compensatory time. Tests of payroll transactions 
disclosed no sign-in sheets for 44 of 128 employees. As a result, 
the Center could not be assured that its employees actually 
worked the hours for which they were paid. In addition, the 
Center did not enforce the provision of its union contract prohibit-
ing the use of compensatory time for overtime, nor did its payroll 
office keep a record of compensatory time earned. Without such 
records, the Center's management could not adequately monitor 
its payroll expenditures. 
• Worcester County Jail and House of Correction lost at least 
$411,483 as a result of poor internal controls. Deficiencies in-
cluded failure to deposit monies immediately upon receipt, inade-
quate segregation of duties, and lack of a formal record detailing 
the activity of every account. As a result of weak accounting and 
administrative controls, a former employee was able to take cash 
from two accounts, without being detected, over a seven-year 
period from 1981 to 1987. (See p 57 .) 
The need for improved management of patient funds was noted 
at the following institution: 
• Monson Developmental Center, while implementing close moni-
toring procedures over patient funds, still had $58,378 in non-
interest-bearing accounts and had not yet transferred from a 
group checking account to individual interest-bearing savings 
accounts funds totalling $53 ,129. These funds belonged to 53 
dependent patients whose individual balances in the group ac -
count exceeded the $250 allowable limit under departmental 
regulations. 
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Inadequate 
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All entities are required to keep complete inventories of equip-
ment, materials, and supplies in order to ensure that property is 
safeguarded and used for its intended purpose. The following report 
identified areas where controls needed improvement: 
• The Erich Lindemann Center, while improving controls by imple-
menting a formal process for requisitioning materials and sup-
plies, had still not instituted a perpetual inventory of these items. 
Furthermore, although the Center filed a report in which its 
materials and supplies were valued at $26,272, financial records 
were not in place to support the accuracy of this amount. 
The entity noted below lost federal Medicaid reimbursements 
because it was not accredited by the Joint Commission on Accredi-
tation of Hospitals (JCAH): 
• The Erich Lindemann Center, as noted in a prior audit, had lost 
approximately $150,000, the federal Medicaid share which would 
have been paid the Center had it been certified for Medicaid par-
ticipation. During this audit period, the Center was still not 
accredited by JCAH and therefore remained unable to receive 
Medicaid reimbursement for services provided to eligible patients. 
The OSA estimated that this resulted in an additional loss to the 
Center of$331,800. 
Human Services Audits 
Prior Audit Results: Corrective Actions 
Erich Lindemann 
Mental Health 
Center 
MassachuseHs 
Correctional 
InstlMlon -
Bridgewater 
MassachuseHs 
Correctional 
Institution -
Plymouth 
Paul Dever 
State School 
Southeastern 
Correctional 
Center 
A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. Among the human 
services entities that implemented the OSA's recommendations 
were the following: 
• The Center has strengthened its accounting controls by properly 
expending funds in the year for which they were appropriated. 
The Center did not experience any subsidiary deficiencies and did 
not use current-year funds for prior-year obligations. 
• The Institution has enhanced revenues by maintaining its Gift 
Shop and Canteen funds in interest-bearing accounts . 
• The Institution has improved its control over materials and 
supplies by taking inventories at the end of each month, reconcil-
ing differences, and reporting discrepancies or missing items to 
the Department of Correction. 
• The School has improved its cash management and investment 
practices relative to client funds. All client funds are now in 
interest-bearing accounts that have competitive rates. 
• The School has strengthened its accounting controls by ensuring 
that expenditures are made from the proper subsidiary accounts. 
• The School has improved the safeguarding of its property and 
equipment by maintaining an inventory master list, tagging and 
assigning identification numbers to all equipment items, and con-
ducting an annual physical inventory. 
• The Center has improved its cash-management practices by 
maintaining all of its funds in interest-bearing accounts . 
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• The Hospital has made significant progress in increasing eligibil-
ity for federal reimbursements . As of June 30, 1990, the number 
of Medicaid/Medicare-certified beds at the Hospital had increased 
from 25 to 87, and another 45 beds were in the process of certifi-
cation review. 
• The Hospital has strengthened its accounting and cash controls 
by depositing receipts on a daily basis, establishing strict guide-
lines for disbursing Canteen funds, and restricting access to cash 
and blank checks to its treasurer and two office stafImembers. 
Initiatives 
Architectural 
Access Board 
(AAB) 
Department of 
Public Welfare 
"ET -Choices" 
Program 
Oversight of 
Nursing Homes 
Purchase of 
Service System 
Human Services Audits 
The following is an update of planned and ongoing initiatives in 
the area of human services: 
• The OSA has completed a follow-up review of the AAB to evalu-
ate the implementation of eleven recommendations contained in a 
study by the Joint Legislative Committee on Human Services and 
Elderly Affairs . The OSA has updated its prior report and identi-
fied the progress the AAB has made toward fulfilling its mandate. 
Copies of this report are available from the Office of the State 
Auditor at 727-2075. The review will be detailed in the OSA's 
next Semi-Annual Report. 
• The OSA, as mandated by Chapter 75 of the Acts of 1990, is 
preparing an analysis and evaluation of the state's employment 
and training program, "ET-Choices." The evaluation includes an 
analysis of existing incentives and disincentives to economic inde-
pendence, types of employment positions offered or filled, and 
success and failure rates . The evaluation also includes an exami-
nation ofthe supportive services offered to participants ofthe 
program, such as day care and medical care, and an analysis of 
the program costs. An Interim Report has been issued and is 
available from the Office of the State Auditor at 727-2075. 
• The OSA will examine the effectiveness of state agencies' over-
sight practices and procedures relative to nursing homes. It will 
survey the universe of skilled nursing and intermediate care fa-
cilities under the jurisdiction of various state agencies. It will de-
termine the amount of money owed these facilities and the age of 
these payables. The audit will also review the criteria and meth-
odology used for selecting facilities for inspection, the adequacy of 
the inspection procedures, and frequency of inspections. 
• The OSA is continuing a performance audit relative to the pro-
cess for awarding state contracts. The audit will assess the ade-
quacy of administrative controls over the procurement of services. 
Selected state agencies and provider vendors are being reviewed 
for compliance with policies and procedures, as well as with 
prescribed and acceptable practices. 
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Judiciary Audits 
Eight judiciary audits were rele'ased 
during the report period, identifying defi-
ciencies in the areas of accounting, admini-
stration, and inventory controls. Included 
was the OSA's statewide review of the 
processing of Civil Motor Vehicle Infractions 
(CMVIs) by the district courts. This review 
disclosed systemic weaknesses resulting in 
uncollected revenues owed to the Common-
wealth and to cities and towns. 
Audit Results 
Inadequate 
Accounting and 
Administrative 
Controls 
Judiciary Audits 
Judiciary reports revealed various accounting, recordkeeping, 
billing, collection, and other internal control weaknesses . These 
deficiencies create vulnerability to waste and mismanagement and 
may result in lost revenues . Examples include: 
• Northampton District Court - Honor Court Program had ade-
quate supporting documentation for all payments for professional 
services but, due to a technical flaw in a contract, was inappropri-
ately making direct payments to individuals . These individuals 
should have been paid instead by Prevent, Inc. , a nonprofit 
agency responsible for billing the Court for reimbursement from 
the Honor Court Program's budget . 
. 
• Sixty-three of the 69 district courts reviewed during the ~SA's 
statewide review of the processing of Civil Motor Vehicle Infrac-
tions (CMVIs) did not fully comply with Administrative Bulletin 
No. 3-86, since they were not processing CMVIs in a timely 
manner. Delays ranging from three weeks to as long as 2 112 
years resulted in significant backlogs in processing unpaid infrac-
tions and deprived the Commonwealth and its cities and towns of 
the timely use of as much as $16,356,781. 
• Sixty-two of the 69 district courts reviewed during the ~SA's 
statewide review of the processing of Civil Motor Vehicle Infrac-
tions (CMVIs) were in violation of Administrative Bulletin No. 3-
86, which requires the courts to assess late charges when viola-
tors do not pay the assessed amount or do not request a hearing 
within 20 days ofthe infraction. As much as $5,238,060 in 
unbilled late charges may have been lost to the Commonwealth. 
Of this amount, $4,537,545 represents unassessed late charges 
for violators who eventually paid their original CMVIs, and 
$700,515 represents late charges for CMVIs that were in process 
during the OSA review period. 
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The State Comptroller's Policy Manual requires all state entities 
to keep complete inventories and to tag equipment in order to 
ensure that property is safeguarded and used for its intended 
purposes. Reports which identified areas where inventory controls 
needed improvements include: 
• Northampton District Court - Honor Court Program purchased 
equipment which was not added to the Court's inventory records 
as required by the Trial Court's and the Comptroller's reporting 
regulations. Not adding these items to Court records exposes 
them to loss, theft, or misuse. 
• Northampton District Court - Honor Court Program purchased 
with state appropriations and donated program funds property 
items and fixtures that were installed at privately owned facili-
ties leased by the Program. These items, which included smoke 
detectors, wiring, and a sky light, were put into privately owned 
property without establishing benefit provisions or conditions 
defining the ownership of the installed property and fixtures . 
Judiciary Audits 
Prior Audit Results: Corrective Actions 
Appeals Court 
Supreme Judicial 
Court 
A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. Among the judicial 
system entities that implemented the OSA's recommendations 
contained in prior audit reports were the following: 
• The Court has improved its accounting controls by recording the 
receipt and disbursement of all monies in its cashbook. 
• The Court has implemented an internal control system of pre-
numbered receipts to ensure control over the handling of all funds 
received. 
• The Court is now recording returned checks in its cash journal. 
• The Court is now depositing all receipts on a daily basis and 
reconciling the cash receipts journal to bank deposits on a 
monthly basis. 
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Listed below are planned and ongoing initiatives in the areas of 
the judiciary, law enforcement, and corrections. 
• The OSA is conducting a survey in preparation for its mandated 
audit of court facility rental accounts and related accounts of any 
county, city, or town that receives payments for the provision of 
court facilities. Section 2 of Chapter 203 of the Acts of 1988 
states that every county, city, or town which receives such pay-
ments must maintain the rental funds in a separate account to be 
used solely for the maintenance of the rented facility. The OSA 
will examine compliance with this requirement, as mandated by 
Chapter 203. 
• The OSA is planning a review of the County and State Over-
crowding Relief Program. The objective is to determine county 
and state compliance with applicable rules, regulations, and laws 
regarding this program. 
• The OSA will review and evaluate the internal controls in place 
at district courts for assessing and collecting probation fees. The 
audit will examine (1 ) compliance with those provisions of Chap-
ter 276, Sections 87A and 99, of the General Laws, as amended, 
that pertain to the probation fee process; (2) the standards and 
procedures used in monitoring court orders applicable to proba-
tion fees; (3) the procedures used by Chief Probation Officers or 
their representatives in disseminating support orders/restitution 
information to the district court; (4) whether community service 
work programs have been established and the effectiveness of 
such programs; and (5) the adequacy of controls over the collec-
tion of fees , including a determination of whether waivers , if any, 
are supported by documentation and are made in accordance with 
prescribed requirements. 
• The OSA will review the Commonwealth's policies and proce-
dures governing forfeited properties. The audit will focus on ex-
isting internal controls and will seek to determine agency compli-
ance with Chapter 94C, Section 47, of the MGLs. 
Public Counsel 
Services In 
MassachuseHs 
Trial Court System 
Judiciary Audits 
• The OSA has completed an audit of state entities that provide 
public counsel services to income-eligible Massachusetts citizens 
charged with criminal offenses. The audit, which focuses on the 
Committee for Public Counsel Services, is available from the 
Office of the State Auditor at 727-2075. Its findings will be 
detailed in the OSA's next Semi-Annual Report. 
• The OSA is continuing a financial review of the Office of the Chief 
Administrative Justice, its various departments, and the trial 
courts under its jurisdiction (i.e ., superior, district, probate, juve-
nile, and housing). This top-down approach will help identify 
material and common financial and administrative issues in each 
component of the judicial system so that uniform recommenda-
tions can be made. 
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Other Audit 
Reports 
During the report period, the OSA re-
leased fourteen other audits pertaining to 
various entities. In addition to two compre-
hensive revenue reports and a report on the 
Boston City Clerk's Office, which was under-
taken at the request of the Attorney Gen-
eral, the reports included eleven audits of 
various state boards, agencies, and commis-
sions. These reports revealed weaknesses in 
accounting and administrative controls, 
contract monitoring, and revenue maximiza-
tion. 
Audit Results 
Inadequate 
Accounting and 
Administrative 
Controls 
Other Audit Reports 
Adequate accounting and administrative controls help to ensure 
that state funds are being spent properly and efficiently. Several 
reports during this period identified accounting, recordkeeping, and 
other internal control weaknesses. Examples include: 
• Boston City Clerk's Office could not document fees collected or 
receipts issued. Because accountable documents could not be 
matched with cash received, amounts deposited as reflecting the 
day's activity could not be verified. (See p. 56.) 
• Boston City Clerk's Office did not have proper controls over 
payroll preparation. The Office did not consistently maintain or 
utilize employee time sheets, and in several instances employees 
had worked for as many as four years without being recorded as 
having used any vacation, sick, or personal time. As a result of 
the lack of control over the payroll system, the possibility existed 
that persons could have been placed on the payroll and been paid 
from city funds without actually working at the City Clerk's 
Office or that employees may have been paid for days not worked. 
(See p . 56.) 
• The Department of the State Treasurer's Abandoned Property 
Division, while maintaining supporting documentation for re-
ceipts and disbursements, did not maintain formal cash records 
that identified the sources of receipts and types of disbursements 
and that could be reconciled with the State Comptroller's records . 
In addition, Division personnel did not reconcile the cash receipts 
and disbursements with the State Treasurer's Abandoned Prop-
erty Fund ledger. AB a result, the extent of the Abandoned 
Property Fund's financial activity and the accuracy of its June 30, 
1989 ending balance could not be demonstrated. Furthermore, 
the State Treasurer did not transfer abandoned property funds in 
excess of $500,000 to the General Fund as required under Chap-
ter 200A of the MGLs. 
• The Massachusetts Office of Travel and Tourism (MOTI) failed 
to maintain a record of $40,000 advanced to a vendor for antici-
pated postage costs and held by the vendor in an escrow account. 
Without any action on MOTI's part, the $40,000 was returned 
six months after the expiration date of the contract. MOTI's ac-
counting records did not document the existence of a postage 
escrow account, and MOTI was not aware that these funds were 
to be repaid. AB a result, vulnerability of state funds to loss or 
misuse was increased. 
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• The Office of the Chief Medical Examiner did not have a docu-
mented system of internal controls , nor did it provide proper 
checks and balances in assigning staff duties. For example, there 
was no segregation of duties between employees who received, 
deposited, and recorded receipts and those who wrote, recorded, 
and signed checks. As a result, the Office had limited assurance 
that financial records were reliable. 
• The Schooner Ernestina Commission vested all significant pur-
chasing and fmancial activities in its Captain/Executive Director. 
This administrative control weakness , along with the absence of 
books of entry for accounting transactions, created vulnerabilities 
to waste and misuse of funds . For example, the Captain author-
ized questionable expenditures totalling $9,526, which included 
rental payments for a crew member's apartment, a wage and 
travel settlement to an individual whom the Commission believed 
acted as a volunteer, and an unexplained negative variance of 
$4,815 that had gone undetected prior to the audit. Further-
more, the Captain prepared 49 checks amounting to $20,735 in 
questionable expenditures . These included payments to the 
Captain's father for reimbursement of telephone credit card calls 
and gasoline and repairs to the Captain's personal truck. Lastly, 
the Captain spent Commission funds to take trips , once spending 
$668 for a trip to the Virgin Islands and once making a check 
payable to himself for $2000 for a trip to Canada. In neither case 
could he document his expenses or the trip's connection to the 
work of the Commission. 
• The Schooner Ernestina Commission did not properly monitor 
revenues generated from the sale of souvenir items sold aboard 
ship. The ship's Captain did not record as income more than 
$18,000 in souvenir sales. In response to questions about the 
missing funds, the Captain stated that he did not remit all reve-
nues from sales but, instead, used this money to buy provisions 
and supplies at different ports of call. However, he was unable to 
identify specific instances or produce documentation of these 
purchases. 
Noncompliance 
with State and 
Federal Lows and 
Regulations 
Other Audit Reports 
Several entities were not in compliance with various state or 
federal statutes and regulations. Such noncompliance could result 
in loss or misuse of funds , in overspending, or in loss of tax reve-
nues. Examples include: 
• Boston City Clerk's Office did not transfer to the Massachusetts 
Department of Fisheries and Wildlife (MDFW ) more than 
$41,000 in license fees as required by Chapter 131 ofthe MGLs . 
In his capacity as an agent of the Commonwealth, the City Clerk 
sold hunting, fishing, sporting, and trapping licenses with a value 
of $65,188 while remitting only $23,904 to the MDFW. Subse-
quent to the start of the audit, the MDFW received two cashier's 
checks totalling $38,000 from the City Clerk's private funds . 
• An Executive Office of Economic Affairs high-ranking official was 
cited for a possible violation of State Ethics Laws for participation 
in the awarding of a MOTI' computer contract. The official. who 
was instrumental in awarding the EDP contract noncompeti-
tively to a consultant, had loaned money to that consultant two 
or three months prior to the date the contract was awarded and 
work initiated. A loan in such circumstances may be a violation 
of State Ethics Laws . (See p. 55.) 
• The Massachusetts Office of Travel and Tourism (MOTI') hired 
various parties to perform services, then arranged for payment by 
having invoices for the services diverted through various entities 
with whom MOTT had contracts. This practice violated Chapter 
29, Section 29A, of the MGLs, which requires that consultants 
performing personal services be hired under certain contract 
specifications. MOTI"s decision to arrange to pay for consultant 
services indirectly through its contracts with other entities re-
sulted in the expenditure of state funds based on verbal or 
vaguely written contracts awarded without competition, a lack of 
knowledge as to what work was actually accomplished, and 
excessive payments for services and expenses. 
• The Massachusetts Office of Travel and Tourism (MOTT) selected 
various commercial entities for cooperative advertising programs 
without seeking competitive bids. By circumventing state re-
quirements relative to awarding contracts, MOTI gave certain 
favored vendors a competitive advantage over other companies in 
the same industry. Additionally, this may have resulted in the 
state's paying a larger percentage of the cooperative advertising 
costs than would have been the case if other companies been able 
to submit bids. 
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• The Office of the Chief Medical Examiner created and processed 
payment vouchers for twelve individuals that did not reflect the 
actual services performed. This was done in circumvention of 
Chapter 38, Sections IB and 5, of the MGLs, which requires that 
medical technicians and pathologists be paid on a per-case basis 
in accordance with an established fee schedule. 
• The Schooner Ernestina Commission, from 1983 to 1987, did not 
prepare required Internal Revenue Service W-2 or 1099-MISC 
income information forms for payroll costs amounting to at least 
$123,956. As a result, these wages may have gone unreported to 
the Commonwealth and to the federal government. (See p. 55 .) 
The following are examples oflost potential revenue. In the case 
of the Commonwealth's Deferred Compensation Plan, the revenues 
not maximized refer to wages of public employees deferred for 
investment through a voluntary retirement program. 
• Boston City Clerk's Office did not collect fees for the renewal of 
jitney licenses as required under Section 18 - 1.10 of the City of 
Boston Code. (Chapter 159A ofthe MGLs defines a jitney as a 
vehicle which carries passengers over a regular route, making 
predetermined stops according to a flexible schedule. The chapter 
further authorizes cities and towns to set the approval process for 
the issuance and renewal of jitney licenses.) During the period 
under review, City Clerk records indicated that there were no 
renewal licenses issued or amendments to original licenses. As a 
result, the City of Boston lost thousands of dollars in fee revenue. 
(See p . 56.) 
• The Commonwealth's Deferred Compensation Plan, administered 
by the State Treasurer, was insufficiently monitored. As a result, 
during the period 1977 through 1989, plan participants may have 
received less-than-optimal returns. Specifically, for over thirteen 
years only two independent reviews of Nationwide, the invest-
ment contractors, were performed. These reviews, which were 
conducted in 1983 and 1985, indicated that the fees and costs 
charged by Nationwide exceeded those of other companies of 
similar size. Additionally, the 1983 review stated that the net 
returns provided to plan members by Nationwide were less than 
those of comparable private-sector programs. 
Other Audit Reports 
• The Commonwealth's Deferred Compensation Plan, administered 
by the State Treasurer, did not maximize interest earning poten-
tial. Between 1977 and 1980, pending reconciliation of overall 
contributions with records of individual deferral amounts and 
account balances by the plan coordinator, Public Employees 
Benefit Service Corporation (PEBSCO), the State Treasurer's 
Office did not establish interest-bearing accounts in which to 
deposit public employee deferrals. This resulted in losing the 
opportunity to earn approximately $47,565 in interest which 
could have been used to benefit plan participants. The same loss 
of interest income occurred between 1983, when city and town 
employees began participation in the state-administered plan, 
and 1988. As a result, during this six-year period, the plan lost 
the opportunity to earn approximately $164,776 in interest 
income. Finally, between 1985 and 1988, deferrals available for 
transfer were not moved in a timely manner. As a result, the 
plan lost the opportunity to earn approximately $317 ,640 in 
additional interest income. 
• The Commonwealth's Deferred Compensation Plan's participants 
may have lost the opportunity to participate in higher-yield 
investment options. Since its inception, the plan has had only 
one investment option, the fixed annuity option. According to a 
1983 consultant report, other types of investments such as an 
equity fund should have been considered. However, no equity 
fund option was subsequently made available to plan partici-
pants, nor was a long-range investment strategy for the plan 
developed. The OSA noted that every other state in the country 
with a deferred compensation program offered its participants 
equity fund/variable annuity options. 
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During the report period, the OSA released two comprehensive 
revenue audits that assisted the Office of the Comptroller in closing 
the Commonwealth's books. These audits, which satisfy federal 
auditing requirements, help to ensure an accurate accounting of 
revenue collected and encumbered for fiscal year 1990. Audit activi-
ties included monitoring the year-end accounting and depositing of 
collected revenues and ensuring strict compliance with the Office of 
the Comptroller's accounting instructions. 
The OSA observed and reviewed the fiscal year 1990 year-end 
cut-off of cash receipts at 79 state agencies and 19 county Registry 
of Deeds offices to determine whether all receipts received through 
the close of business on June 30, 1990, were recorded and reported 
on the Commonwealth's official books of account and were deposited 
with the State Treasurer's Office in accordance with the Office of 
the Comptroller's year-end closing instructions. This testing was 
performed to ensure an accurate accounting and recording of reve-
nue collected during fiscal year 1990 and also to improve the timeli-
ness of the collection and depositing of revenues in order to maxi-
mize available non-tax revenue income. 
OSA findings disclosed that, for the most part, agencies were 
complying with the Office of the Comptroller's instructions. The 
noncompliance issue which arose most frequently was tardiness in 
depositing revenues with the State Treasurer's Office. Examples 
include: 
• Berkshire Probate and Family Court was late in submitting 
revenue to the State Treasurer for eight months. The late trans-
mittals, which totalled $136,788, resulted in a loss of timely use 
of the money, and loss of interest that the money would have 
earned. 
• The Division ofInsurance had a ten-week backlog of unprocessed 
checks for agents' pending applications. As a result, approxi-
mately $425,500 in fiscal year 1990 income was deposited in the 
subsequent fiscal year. These conditions were also noted in three 
prior audit reports. In order to ensure that funds are safe-
guarded and interest is maximized, the Division needs to deposit 
revenue upon receipt, even if the licensing process has not yet 
been completed. 
• Holyoke Community College's room and board state income 
account had a negative balance of$19,874 as of June 30, 1990. 
This deficit occurred, apparently, because income had been trans-
ferred to the state before all outstanding tuition and fee refunds 
had been processed and paid. 
Agency 
Compliance with 
the Office of the 
Comptroller's 
Official Year-End 
Closing Instructions 
for Encumbrance 
and Advance-
Fund Management 
Other Audit Reports 
The OSA reviewed fiscal year 1990 outstanding encumbrance 
balances and related outstanding advance funds at 58 state agen-
cies as of June 30, 1990. This review indicated that most agencies 
were in compliance with the Office of the Comptroller's year-end 
closing instructions. Approximately 89.2%, or $474.2 million, ofthe 
$531.5 million in encumbrance transactions other than advances 
were in compliance. However, with respect to advance funds, 
99.7%, or $151.6 million, was not in compliance as of July 2, 1990. 
This noncompliance was primarily the result of delays experienced 
in the following two agencies: 
• The Department of Public Welfare experienced delays in review-
ing advance-fund documentation from its regional offices. The 
Department did, however, properly account for all of its advance 
funds, a total of$149 .97 million, by July 10, 1990 . 
• The Office of the Chief Administrative Justice experienced delays 
in receiving documentation from its several courts regarding 
advance funds totalling $1.26 million. The Office did not com-
plete its accounting for these funds until mid-September. 
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Prior Audit Results: Corrective Actions 
The Appellate 
Tax Board 
Hampden County 
Registry of Deeds 
Massachusetts 
College of Art 
The Massachusetts 
Office of Travel 
and Tourism 
(MOm 
Middlesex 
Probate and 
Family Court 
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A review of prior audit results is an important component of each 
OSA audit. This follow-up review helps to monitor and to recognize 
agency compliance with OSA recommendations. Corrective action, 
based on OSA recommendations, was taken in the following in-
stances: 
• The Board has strengthened controls over its property and equip-
ment by completing its inventory listing, including such pertinent 
information as acquisition date, vendor, cost, age, and condition 
of items. 
• The Registry of Deeds is in compliance with the Office of the 
Comptroller's 1990 year-end closing instructions. Revenues col-
lected from the sale of deed excise stamps have been transferred 
to the Department of Revenue in a timely manner. 
• The College has deposited all fiscal year 1990 revenue with the 
State Treasurer in accordance with Chapter 30 of the MGLs. 
• MOTT has improved its management and accounting controls by 
requiring detailed back-up for invoices, including a monthly 
billing book. 
• MOTT employees have been advised not to accept reduced air 
fare, free meals, and lodging while on business travel. 
• The Court has submitted all fiscal year 1990 revenue to the State 
Treasurer within ten working days following the month in which 
the receipts had been collected, as required by Chapter 221 ofthe 
MGLs. 
Initiatives 
Advisory Boord 
on Revenue 
Resources and the 
State Economy 
Departmental 
and Other 
Miscellaneous 
Income 
Depression of the 
Central Artery / 
third Harbor 
Tunnel 
Division of 
Insurance 
Executive Office 
of Administration 
and Finance 
(EOAF) 
Other Audit Reports 
The following are among the planned and ongoing initiatives 
relative to various state agencies and programs: 
• The OSA will follow up on a prior audit which evaluated the 
effectiveness of the processes that the Advisory Board and other 
state agencies use to establish, monitor, and periodically adjust 
their revenue estimates . The audit will update the prior report 
and identify the progress the Board has made toward implement-
ing OSA recommendations. 
• The OSA will initiate a statewide review of the internal controls, 
compliance with internal controls , compliance with competitive 
bidding, frequency of collection, and the fairness of the revenue 
derived by state agencies that have vending-type income from 
coin-operated cigarette, copy, amusement, laundry, and tonic 
machines. 
• The OSA is a member of a multi-agency group, the purpose of 
which is to identify and prevent potential fraud, waste, and abuse 
during the construction of these projects and during the clean-up 
of Boston Harbor. Other entities in the multi-agency group 
include the Federal Bureau oflnvestigation, the U .S . Postal 
Inspection Agency, the State Inspector General's Office, the U.S. 
Attorney's Office, the U.S. Department of Transportation, the 
U.S. Environmental Protection Agency, and the U .S. Labor 
Department's Office of Labor Racketeering. 
• The OSA is examining the audit procedures used by the Division 
to determine the overall financial condition of insurance compa-
nies, including their solvency and the adequacy of reserves held 
by the Division. 
• This audit will review and evaluate the system EOAF uses to 
determine the amount the Commonwealth should charge for serv-
ices performed by any state personnel or agency which is primar-
ily for the benefit of an individual person or corporation. The 
audit will also examine the system used to determine state 
charges for any service, registration, regulation, license, fee , 
permit, or other public function in accordance with Chapter 7, 
Section 3B, ofthe MGLs and Chapter 240 of the Acts of 1989. 
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Group Insurance 
Commission 
Local Aid Fund 
Single Audit of the 
Commonwealth 
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• The OSA has begun a review of the decision-making process used 
by the Commission to determine which health plans would be 
eligible for open enrollment to state employees. 
• The OSA, as required under Chapter 268 of the Acts of 1990, will 
conduct an audit of the Local Aid Fund. The audit will show (1 ) 
the total amount of revenue derived from the income tax, sales 
tax, and corporate income tax, as well as the balance of the state 
lottery fund after the payment of prizes and administrative 
expenses; (2) the amount of revenue actually credited to the Local 
Aid Fund; (3) the amount of revenue from the Local Aid Fund 
appropriated to the cities and towns; and (4) the amount of 
revenue actually distributed from the Local Aid Fund to each city 
and town. The audit will include the actual disposition of all 
revenue credited to the Local Aid Fund. 
• During fiscal year 1992, the OSA will once again be a full partner 
in performing the "Single Audit of the Commonwealth." This 
audit constitutes satisfaction of the federal requirement of audit-
ing the Commonwealth of Massachusetts' financial operations, as 
well as specified compliance issues. The OSA will continue to 
perform the following audit functions : (1 ) determining the rela-
tionship of Net State Tax Revenues to Allowable Tax Revenues 
(Tax Cap Determination), (2) reporting on agency compliance 
with the Office of the Comptroller's Official Year-End Closing 
Instructions for Cash and Revenue Management, and (3 ) report-
ing on agency compliance with the Office of the Comptroller's 
Official Year-End Closing Instructions for Encumbrance and 
Advance-Fund Management. 
• As a partner in the "Single Audit," the OSA will provide staff 
resources to audit federal programs to determine whether state 
agencies are in compliance with applicable federal rules , regula-
tions, and laws. Audit staff will also conduct audit procedures 
that are needed to render an opinion on the Comprehensive 
Annual Financial Report, such as verifying certain accounts and 
documents at several agencies and testing selected financial 
transactions to determine the accuracy and quality of Generally 
Accepted Accounting Principles (GAAP) data gathered for the 
GAAP-based financial statements. 
State Employee 
Furlough Program 
Other Audit Reports 
• The OSA is reviewing and evaluating the extent to which the 
desired results and/or benefits established by the furlough pro-
gram were achieved and whether departments, Authorities, and 
contractors have complied with laws and regulations applicable to 
the program. 
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Electronic Data 
Processing Audits 
During the report period, the OSA issued 
six electronic data processing (EDP) audit 
reports detailing strengths and weaknesses 
of internal controls within computer-related 
areas. The OSA's EDP Audit Division has 
continued to survey data processing opera-
tions throughout the Commonwealth to 
gather profile and audit-related information. 
Results from this survey allow the EDP 
Audit Division to schedule audit engage-
ments based upon levels of risk regarding 
agency data centers or automated systems. 
The Division generated 72 automated 
reports (data extracts) by electronically 
accessing the state's primary financial 
system, the Massachusetts Management 
Accounting and Reporting System 
(MMARS), thereby supporting OSA auditors 
in their performance of financial audits. 
Data extracts provide detailed information 
on financial transactions and reduce the 
hours of manual research. 
Audit Results 
Disaster Recovery 
and Contingency 
Planning 
Electronic Data Processing Audits 
The ~SA's EDP Audit Division provides expertise to evaluate 
internal controls over computer systems that process financial data 
or perform critical functions within the Commonwealth. The 
primary audit responsibility of the ~SA's EDP Audit Division is to 
conduct internal control examinations of the Commonwealth's 
automated systems and processing environments. The objective is 
to determine whether sufficient controls are in effect to ensure that 
automated systems can be relied upon and that processing is per-
formed in an accurate, complete, and timely manner. The Division 
conducts audits of application systems, systems under development, 
and data processing facilities. The audits may include examina-
tions of access security, environmental protection, computer opera-
tions, resource management, program-change control, data integ-
rity, EDP-related contracts and procurement, disaster recovery/ 
contingency planning, backup of magnetic-storage media, and 
microcomputer-based systems. 
The overall objective of disaster recovery and contingency plan-
ning is to ensure that computer operations deemed critical can be 
regained within a required time period in the event of significant 
disruptions or loss of processing capabilities. Further objectives of 
contingency planning are to safeguard data, software, and critical 
documentation; to ensure employee safety; to minimize security 
exposures and system damage; and to reduce the time required to 
recover from events which could significantly delay or prohibit 
processing. Examples of deficiencies in the area of disaster recov-
ery include: 
• Department of Correction (Management Systems) has a well-
documented disaster recovery and contingency plan in place. 
However, the OSA recommended that the Department locate an 
alternate processing site; develop and test alternate processing 
methods for system users; and test the existing plan to ensure 
that its implementation would be feasible in a disaster. 
• Fall River District Court did not have a formal disaster recovery 
and contingency plan to ensure that critical data processing op-
erations could be regained effectively in the event that a disaster 
rendered the data center inoperable. The OSA recommended 
that the Court assess the criticality of its automated systems to 
identify application priorities and critical resources . Based on 
these results, a written disaster recovery and contingency plan 
should then be developed by the Court's data processing depart-
ment. 
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Disaster Recovery 
and Contingency 
Planning 
Continued 
EDP Audit 
Inventory 
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• Quincy Housing Authority, at the time of our audit, had entered 
into a formal agreement with an in-state company that would 
provide the Authority with the necessary processing capabilities, 
should a disaster render the Authority's automated functions in-
operable. However, the audit disclosed that the Authority had 
yet to document its disaster recovery and contingency plans. The 
OSA recommended that the Authority identify critical functions 
and resources and then develop an appropriate contingency plan. 
• Springfield Housing Authority did not have an adequate disaster 
recovery plan in place to deal with a full range of disasters . Al-
though the Authority drafted a plan while the audit was in 
process, it did not provide the necessary detail to guide the Au-
thority through a successful recovery in a timely or cost-effective 
manner. The OSA recommended that the Authority initially 
define its critical operations, and then enhance its existing draft 
plan to include recovery objectives; emergency-drill procedures; 
and the names, addresses, and phone numbers of key emergency 
recovery personnel. 
All state-owned or -leased computer-related equipment should be 
properly tagged with inventory numbers, which should be recorded 
on a detailed list of inventory. In the following instance, inventory 
controls needed improvement to ensure that data processing equip-
ment was properly accounted for and protected against loss or theft: 
• Quincy Housing Authority failed to produce documented proof 
that an annual physical inventory had been conducted and that 
the compiled information was provided to the Executive Office of 
Communities and Development (EOCD) for inclusion in the Data 
Processing Inventory Management System (DPIMS). All hous-
ing authorities are required to submit an annual inventory for 
inclusion into the DPIMS. The OSA recommended that the 
Authority perform an annual inventory that would list each piece 
of property, its location, cost, date of purchase, condition, appro-
priate serial numbers, and its identification tag number . Addi-
tionally, it was recommended that a copy of the completed inven-
tory be forwarded to EOCD for inclusion in the DPIMS. 
Environmental 
ProtecHon 
Electronic Data Processing Audits 
Without proper environmental protection for data centers and on-
site and off-site media storage rooms, agencies risk the safety of 
staff and equipment. In addition, significant risk of damage to a 
data center itself, as well as to other areas of an agency's physical 
plant, exists without adequate environmental protection. 
• Brockton District Court's data center lacked smoke- and water-
detection devices, a fire-suppression system, and an adequate 
number of fire extinguishers. The OSA recommended that these 
fire/water-detection and -suppression devices be installed as soon 
as possible. In addition, the Court's computer, located in the 
basement, was at risk from ground water flooding from a stream 
located directly beneath the building. The OSA recommended 
that the Court relocate its data center to a higher floor or an 
another building, especially since a new and upgraded data 
processing system is to be installed during calendar year 1991. 
• Department of Correction (Management Systems) housed its data 
center in a wooden-frame building. The OSA recommended that 
the Department consider the feasibility of relocating its data 
center operations to a more fire-resistant structure, such as a 
steel-framed or concrete building to provide better protection 
against the risk of fire . 
• Division of Marine Fisheries, within the Executive Office of 
Environmental Affairs, needed to strengthen environmental con-
trols concerning the lack of fire-detection and -suppression de-
vices at its rented Sandwich facility. The OSA recommended 
that the Division request the landlord to furnish the necessary 
fire-detection and -suppression devices throughout the building to 
minimize the risk of fire and associated injury or damage. 
• Quincy Housing Authority did not have adequate procedures in 
place to address areas related to environmental protection. The 
OSA recommended that the Authority develop emergency proce-
dures to help ensure that staff members react properly in the 
event of fire or other emergencies. 
• Springfield Housing Authority risked water damage to its com-
puter system and the attendant possibility of electrical shock to 
its employees. The OSA recommended that the Authority correct 
the plumbing problems that stemmed from its rental housing 
units and that the Authority also install water detectors and 
drains in its computer room. 
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Off-site storage of backup magnetic media and software should be 
performed to prevent the loss of important data, as well as to pro-
tect the agency's investment in computer software should on-site 
backup copies be destroyed. Failure to store critical information 
off-site risks an agency's ability to restore and resume critical 
processing within an acceptable period of time. During this six-
month period: 
• Fall River District Court did not store critical copies of backup 
media off-site. The OSA recommended that the Court locate and 
utilize a backup storage facility to prevent the loss of backup data 
files and to strengthen recovery efforts should a disaster occur at 
the data center. 
• Quincy Housing Authority complied with the OSA's previous 
recommendation to locate and utilize an off-site location for its 
critical backup media. However, the most recent audit found that 
environmental protection controls needed strengthening at its off-
site storage location. 
A number of OSA EDP audit reports disclosed the lack of ade-
quate physical security controls to detect or prevent unauthorized 
access to a data center. Such deficiencies increase the risk that 
unauthorized persons may gain access to data centers; may cause 
loss of, or damage to, equipment; or may operate the system to 
alter, destroy, or steal software or data. 
• Division of Marine Fisheries needed to strengthen physical secu-
rity controls at its Sandwich location to ensure that only author-
ized personnel enter its Sandwich offices. Since the Division's 
Sandwich location is rented, the OSA recommended that appro-
priate personnel request that the landlord address the inadequa-
cies regarding physical security in a prompt manner to minimize 
the risk of any future theft. 
• Quincy Housing Authority relied on an alarm system that would 
ring only on Authority premises during an off-hours intrusion. 
The OSA recommended that the Authority consider having its 
alarm system alert an outside source. By doing so, the Authority 
would have a contingency plan for failure of the internal alarm if 
the detector malfunctioned or if the alarm system was discon-
nected by an intruder. 
System Access 
Security 
Unauthorized Use 
of Copyrighted 
Software 
Electronic Data Processing Audits 
• Springfield Housing Authority did not maintain a list of persons 
authorized to enter the computer room, a log of computer room 
visitors, or a record of those employees who were issued keys to 
the computer room. The absence of sufficient controls over 
access to the computer room places the Authority at risk of theft, 
equipment damage, or damage to data. The OSA recommended 
that written standards, policies, and procedures be developed to 
address physical security. Additionally, it was recommended that 
restrictions be placed on making copies of the computer room key. 
Industry guidelines, or baseline controls, indicate that appropri-
ate access controls be in place for critical or high-risk systems. The 
intent of procedures to restrict access is to ensure that only author-
ized personnel obtain system access. Unauthorized access could 
result in" system data and/or programs being disclosed, damaged, 
deleted, or modified. 
• Springfield Housing Authority had assigned passwords that were 
found to be familiar or easy to guess. In addition, the audit dis-
closed that the Authority's electronic mail system was being used 
to distribute passwords to non-EDP-related staff. The OSA rec-
ommended that the Authority enhance its existing Executive 
Security Policy to address system access security. Properly 
developed policies and procedures also need to be developed to 
ensure that the system is not vulnerable to unauthorized users , 
easily guessed passwords, or the unauthorized distribution of 
passwords. 
The unauthorized copying of licensed and/or copyrighted software 
violates the Office of Management Information Systems' policies 
and procedures, as well as federal copyright law. During the six-
month period, an OSA audit specifically disclosed such use at one 
Authority. 
• Quincy Housing Authority inappropriately used its software in 
ten individual instances. Although the Authority had imple-
mented our previous recommendations to remove certain copies of 
illegal/unauthorized software, the Authority was still at risk of 
civil lawsuits citing copyright infringement. The OSA recom-
mended that the Authority take steps to eliminate all illegal 
copies of licensed software that reside on any of its microcompu-
ters. The OSA further recommended that copies be purchased for 
installation should the software in question be vital to the Au-
thority's operations. 
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A review of prior audit results is an important component of 
every OSA EDP audit. The follow-up review assists in monitoring 
and recognizing agency compliance with OSA recommendations. 
• The Court has developed controls that would require a formal 
request prior to the issuance of a user ID. Additionally, the Court 
has instituted a policy that all users of terminals must logoff after 
15 minutes of non-use, or when they leave their station. Further, 
the Court has instituted written procedures to control and record 
modifications made to its computer systems. 
• The Division has developed policies and procedures regarding the 
use of software; included purchased packages in its software in-
ventory; and increased the frequency of off-site storage and 
backup of critical magnetic media. 
• The Authority has minimized the risk of losing important backup 
data and software by designating an off-site location to store 
critical computer media. Additionally, the Authority imple-
mented the OSA recommendation to affIx inventory control tags 
on all EDP-related equipment. Further, the Authority has imple-
mented the ~SA's previous recommendation (Audit No. 89-3353-
41) to purchase and install a halon fIre-extinguisher . 
Electronic Oata Processing Audits 
EDP Audit Initiatives 
50-State Survey For the past four years, the OSA has issued an annual EDP 
Audit Operations: A 50 State Survey . The survey has provided 
information on current EDP audit practices as performed by the 
nation's state audit offices . Specifically, the survey solicits informa-
tion in 33 categories, including methods of EDP auditing, EDP 
audit administration, auditing of microcomputers, use of audit 
software, training of audit field staff, and the use of technology to 
enhance EDP audit effectiveness and efficiency. The distributed 
survey results are used by the OSA staff and at state auditing 
offices throughout the country, thereby providing comparative 
information on how EDP auditing is addressed nationwide. 
This year's survey showed the OSA to be in the forefront in 
providing internal EDP-audit training for field staff. The survey 
has also pointed out that the OSA's average time from formal exit 
to the issuing of the final EDP audit report is 25 days, placing it in 
the top five states for this category. 
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Enforcement 
Assurance: 
Referrals & 
Requests 
O SA audits attempt not only to safeguard the Commonwealth's assets but to ensure compliance with the laws of the Common-
wealth. Because OSA audits may disclose 
possible violations of state and federal laws, 
the OSA cooperates with various law en-
forcement agencies such as district attor-
neys, the Department of Public Health and 
local health authorities, the Secretary of 
Public Safety's Office of Investigations, the 
Attorney General's Office, the Office of the 
Inspector General, the State Ethics Com-
mission, and federal law enforcement agen-
cies. In addition, the OSA routinely reports 
violations of income-reporting laws and 
regulations to the Internal Revenue Service 
and the Massachusetts Department of 
Revenue. Finally, during this report period, 
the OSA was asked to provide technical as-
sistance to enforcement agencies during 
specific investigations and to several institu-
tions of public higher education responding 
to provisions of the Internal Control Statute 
which require the reporting of missing funds 
to the OSA. 
Enforcement Assurance: Referrals & Requests 
Referrals: 
Internal Revenue Service (IRS) and 
Department of Revenue (DOR) 
Schooner 
Ernestlna 
Commission 
Referrals: 
• The Commission during calendar years 1983 to 1987 did not 
prepare IRS W-2 or 1099-MISC income information forms for 
payroll amounting to $123 ,956. In addition, one individual's 
total control of fmancial transactions and payroll resulted in the 
under-reporting of this person's salary by $7,655 on the IRS 
1099-MISC income information forms for calendar year 1988. 
State Ethics Commission 
Executive Office 
of Economic 
Affairs (EOEA) and 
the Massachusetts 
Office of Travel 
and Tourism 
• The OSA referred a former EOEA official to the State Ethics 
Commission for possible violations of state ethics laws. The 
official, who was instrumental in awarding a Massachusetts 
Office of Travel and Tourism EDP contract to a consultant, had 
loaned $5,000 to the consultant prior to the awarding of the 
contract. This EDP contract was verbal; issued noncompetitively; 
and cost over $190,400, four and one-halftimes more than the 
original estimated cost. 
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Law Enforcement Requests for Special Investigations 
Boston City Clerk's 
Office 
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• At the request of the Attorney General's Office (A.G.), the OSA 
initiated an audit in cooperation and coordination with the A.G.'s 
ongoing investigation of the Boston City Clerk's Office. The OSA 
audit found that a serious lack of internal accounting and admin-
istrative controls, a lack of oversight and accountability, and 
violation of Chapter 131 of the Massachusetts General Laws 
resulted in the City of Boston and the Commonwealth losing the 
use of thousands of dollars . Specifically, the City Clerk did not 
transfer more than $41,000 in license fees collected on behalf of 
the Massachusetts Division of Fisheries and Wildlife from 1985 to 
1989 as required by Chapter 131 of the General Laws. In addi-
tion, the City Clerk did not abide by Section 18-1.10 of the City of 
Boston Code (CBC) requiring him to collect jitney license renewal 
fees for the City of Boston. 
Based on evidence presented by the Attorney General involving 
alleged criininal activities, a Suffolk County grand jury returned 
24 separate indictments against the Boston City Clerk and four 
other individuals who received compensation through the City 
Clerk's Office. 
On January 14, 1991, the former City Clerk pleaded guilty to 
six separate larceny indictments, alleging thefts from the Com-
monwealth of Massachusetts, the City of Boston, and the New 
England Association of City and Town Clerks. He also pleaded 
guilty to four separate indictments alleging conspiracy to commit 
larceny and willfully failing to file state income tax returns from 
1986 through 1989. 
Moreover, two of the four additional defendants have already 
pleaded guilty to charges of larceny and conspiracy relating to 
their involvement in no-show job schemes at the City Clerk's 
Office. Similar charges against the remaining two defendants 
were pending. 
Worcester County 
Jail and House of 
Correction 
Enforcement Assurance: Referrals & Requests 
• At the request of the Worcester County District Attorney's Office, 
the OSA conducted a limited review of the financial activities of 
the Worcester County Jail and House of Correction to determine 
the validity of allegations of theft and misappropriation of funds . 
The OSA's audit revealed serious deficiencies in internal account-
ing and administrative control over cash that led to the misappro-
priation of at least $411,483 over a seven-year period. 
As a result of the OSA audit, the Worcester County D.A. 
sought indictments alleging theft by a former employee of the 
Worcester County Jail and House of Correction. The former 
employee was indicted by a Worcester County Grand Jury on four 
counts of larceny over $250, five counts of larceny by a common 
scheme, and four counts of perjury. On February 8, 1991 the 
former employee pleaded guilty to four counts of larceny over 
$250 and five counts of larceny by a common scheme. He was 
sentenced to nine-to-ten years at a state prison and ordered to 
pay $50,000 in restitution. In addition, a hearing will be held at 
a later date to determine the amount of full restitution. 
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Agency Requests Pursuant to Internal Control Statute 
North Shore 
Community 
College 
University of 
Massachusetts at 
Amherst 
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Chapter 647 of the Acts of 1989, An Act Relative to Improving 
Internal Controls in State Government, requires the development 
and implementation of internal accounting and administrative 
control systems in state agencies. It further requires agencies to 
immediately report unaccounted-for variances, losses, shortages, or 
theft of funds or property to the State Auditor, who is then directed 
to identify the extent and causes of the missing funds and make 
recommendations to improve the internal controls under which the 
variances occurred. During this report period, the OSA completed 
reviews on the following agency requests to investigate missing 
funds : 
• The OSA reviewed a theft from the office safe of the North Shore 
Community College's Division of Continuing Education (DCE) 
resulting in the reported loss of cash and roughly 1,000 class 
registrations with credit card authorizations and checks attached. 
The OSA review disclosed the loss of $104,733 in checks and 
credit card receipts, $7,143 in cash, and an additional 530 class 
registrations with attachments, the dollar values of which have 
not been determined. 
The major internal control weakness identified by the OSA was 
the College's practice of holding substantial receipts for several 
days pending a reconciliation procedure before being deposited. 
This practice placed the undeposited funds at risk and, in the 
case of checks, could have resulted in checks being returned due 
to insufficient funds . 
North Shore Community College concurred with the OSA's rec-
ommendations and will deposit all receipts at the close of each 
business day to ensure full control over funds, as well as revenue 
maximization . 
• The University notified the OSA of a falsification of payroll 
records and a subsequent theft of funds from its Department of 
Public Safety (DPS) special officers account and the Security 
Services Office (SSO ) student trust payroll account. The OSA's 
review and evaluation of the system of internal controls govern-
ing these payroll accounts disclosed inadequate internal controls 
which contributed to the conditions that permitted the falsifica-
tion of payroll records and the subsequent theft of approximately 
$14,000 in payroll funds . The weaknesses included (1 ) ineffective 
payroll procedures, including inadequate segregation of duties, 
improper certification of payrolls , and an improper check-distribu-
tion system; (2) the lack of specific guidelines or instructions 
concerning departmental payroll procedures; and (3 ) the lack of 
University of 
Massachusetts 
at Boston 
Enforcement Assurance: Referrals & Requests 
monitoring procedures to determine compliance with the Univer-
sity's payroll requirements. In addition, due to weak internal 
administrative controls, the University failed to notify its bonding 
company of the theft within the required 30 days and therefore 
could not recover this loss under its honesty blanket bond. The 
University also failed to contact the State Board of Retirement 
concerning the possible attachment of the available retirement 
fund of the employee who resigned after acknowledging responsi-
bility for the stolen funds. 
Subsequent to the audit, the University informed the OSA that 
DPS has begun to strengthen its internal controls through im-
proved checks and balances in its payroll procedures. 
The responsible employee was subsequently indicted for em-
bezzlement, and the case is pending in Hampshire Superior 
Court. 
• The OSA, at the University's request, initiated an audit of a theft 
and the control environment in the University's Bursar's Office. 
The results of the audit indicated that a combination of excessive 
cash on hand and an ineffective system of internal controls cre-
ated an environment in which an alleged theft in excess of 
$120,000 occurred. 
The OSA recommended that the University (1 ) expand the 
Bursar's Office function to include check writing for the Boston 
campus, thus eliminating the need to keep excessive cash bal-
ances on hand; (2) contract with an area bank to open a branch 
on campus; (3) review and revise the system of internal controls 
currently in place, including segregating duties within the Bur-
sar's Office so that the individual with the custody of cash is not 
the same individual cashing checks, making deposits, and for-
warding transmittals; and (4) undertake a study to determine the 
amount of funds needed to be on hand and maintain a balance at 
those levels. 
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Division of Local 
Mandates 
T he Division of Local Mandates (DLM) was created by Proposition 2 112 to help ensure that no cost obligations are passed on to cities 
and towns by the Commonwealth without 
state funding. A primary function of DLM is 
to determine whether laws, rules, or regula-
tions, either proposed or in effect, are subject 
to this provision of Proposition 2 112, and to 
determine cost impacts on cities and towns. 
(For a listing of DLM determinations and 
cost studies for the period of January 1, 1991 
to June 30, 1991, see Appendix II, p . 85 .) 
In addition to making mandate decisions, 
DLM is authorized under Chapter 126 of the 
Acts of 1984 to make recommendations to 
the General Court regarding pre-1981 laws 
and regulations having a significant fman-
cial impact on cities and towns. 
Division of Local Mandates 
Legislative Studies 
House 1, 
Section 210 
DLM maintains a Legislative Review Program to analyze draft 
and pending legislation and to provide assistance to the Legislature 
on mandate-related issues. To ensure that the mandate implica-
tions of legislation are considered by the General Court, DLM 
reviews thousands of bills, prepares preliminary cost studies when 
appropriate, and contacts members of the Legislature to make them 
aware of DLM concerns. In addition, DLM receives requests for 
assistance from individual legislators, legislative committees, 
municipalities, and governmental associations. 
Teachers' Pension Funding 
At the request of Representative Thomas P. Kennedy, Chairman 
of the House Committee on Post Audit and Oversight, DLM re-
viewed Section 210 ofthe Governor's proposed FY 1992 state 
budget. Section 210 would have required cities, towns, and regional 
school districts to pay ten percent of the employer's share of teach-
ers' retirement costs, a portion that has historically been funded 
entirely by the Commonwealth, as provided in M.G.L. Chapter 32, 
Section 22. 
This shifting of the burden from the Commonwealth to munici-
palities is subject to the local mandate law and would be viewed as 
an unfunded mandate on municipalities. Based on the assessment 
methodology contained in Section 210 and the fiscal year 1992 
statewide teachers' pension obligations as estimated by the Com-
monwealth's Division of Public Employee Retirement Administra-
tion, municipalities would be assessed $28.6 million next fiscal year. 
The City of Boston, which administers its own teacher pension 
system, would lose $2.75 million in state reimbursement beginning 
in fiscal year 1993. 
Section 210, however, circumvents the provisions of the local 
mandate law, c. 29, s. 27C, through the clause "notwithstanding the 
provisions of section twenty-seven C of chapter twenty-nine," the 
local mandate law. The result of this clause in Section 210 is to 
override the mandate law and negate any court challenge from a 
municipality. 
DLM recommended that this proposal be deleted from the FY 
1992 state budget to prevent cities and towns from assuming this 
cost burden and to maintain the integrity of the mandate statute. 
Status: Both House and Senate budgets deleted this item and 
eliminated the potential mandate. 
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House 2755 
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An Act Relating to Handicapped Accessibility and the Open 
Meeting Law 
At the request of Representative Christopher J . Hodgkins, House 
Chairman, Joint Committee on Local Affairs, DLM reviewed House 
2692 to determine the applicability of the local mandate law. 
DLM determined that the local mandate law, c. 29, s. 27C, does 
not apply to the provisions of House 2692 because state laws en-
acted as a result of federal law are beyond the scope of the local 
mandate law. 
There is substantial evidence to indicate that the provisions of 
House 2692 would require no more local action than is currently 
required by federal law . 
Status: The Joint Committee on Local Affairs has extended its 
reporting date on House 2692 to September 25, 1991. 
An Act to Exempt Real and Personal Property of Certain 
Charitable Mental Health Corporations from Local Taxation 
At the request of former Senator John W. Olver, Chairman of the 
Joint Committee on Taxation, DLM reviewed House 2755 to deter-
mine its financial impact on municipal budgets. This bill would 
exempt from property taxation any charitable, non-residential 
mental health facility that provides clinical, therapeutic, diagnostic, 
and counseling services to persons with mental disorders. This 
exemption is currently a local option. 
The central mandate concern was whether this new exemption 
would result in the loss of property tax revenue. DLM determined 
that House 2755 would not result in a loss of property tax to a 
municipality. 
The property-tax-raising limitations of Proposition 2 112 provide 
that total taxes may not exceed 102.5% of the maximum levy limit 
of the municipality in the prior fiscal year, plus an allowance to 
capture the property value of new construction. Under this for-
mula, even though a municipality may lose certain taxable property 
from its tax base, it could still capture its total property tax levy 
from the remaining property owners. Therefore, there would be no 
adverse effect on a municipality's total property-tax-revenue capac-
ity, but a shift in tax burden. 
Status: The Joint Committee on Taxation has extended its report -
ing date on House 2755 to September 25, 1991. 
House 2895 
Chapter 766 
Regulations 
Divis/on of Local Mandates 
An Act Providing for Eliminating Standees on School Buses 
At the request of Senator James P . Jajuga and Representative 
Paul E. Caron, Chairmen of the Joint Committee on Public Safety, 
DLM reviewed House 2895 to determine its financial impact on 
municipal budgets. This bill would direct operators of school buses 
to ensure that the number of pupils riding does not exceed the 
number of available seats and that all students are seated, except 
in short-term emergency situations. 
DLM found that this legislation, if enacted, would impose addi-
tional costs on certain cities and towns relative to the expansion of 
school transportation services needed to increase available seats 
and would require a state appropriation to assume costs imposed on 
municipalities. 
Status: House 2895 was ordered to a second reading in the House 
and was recommitted to the Committee on Public Safety. 
At the request of Representative Richard Moore, DLM reviewed 
certain proposed revisions to Chapter 766 regulations to determine 
the potential financial impact to municipalities. Specifically, DLM 
reviewed regulations regarding third-party billing (603 CMR 
28.210.3) and the extended school year (603 CMR 28.322.13 ). Per 
this request, DLM also reviewed the regulation governing "bill 
backs" to the state for pupils residing in foster homes (603 CMR 
28.202). 
DLM determined that the proposed regulations regarding third-
party billing and extended school year were being proposed to 
conform with existing federal regulations and therefore were be-
yond the scope of the mandate law. 
A 1986 change in Massachusetts regulations governing "bill 
backs" eliminated a municipality's ability to bill tuition back to the 
town where the foster pupil's natural parents reside. DLM deter-
mined that to the extent that this change could impose a cost, there 
could also be a corresponding savings. In addition, school systems 
have been able to seek reimbursement for these costs from the 
Department of Education, although funding for this purpose may no 
longer be available. 
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Mandate Determinations 
Chapter 126 of 
the Acts of 1984 
Chapter 121 of 
the Acts of 1990 
Chapter 425 of 
the Acts of 1984 
Chapter 567 of 
the Acts of 1989 
Chapter 630 of 
the Acts of 1986 
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Cities and towns are entitled under the mandate statute to 
petition DLM for a mandate determination on any post-Proposition 
2 1/2 law, rule, or regulation believed to impose a municipal cost 
burden. A listing of all DLM determinations made during this 
reporting period is included in Appendix II (see p. 85). The follow-
ing are two examples of determinations that have state-wide inter-
est as well as signific~t financial impact on cities and towns. 
Fiscal Impact Reviews 
DLM's mission was expanded in 1984 with the passage of Chap-
ter 126. This law authorizes DLM to periodically review any state 
law or regulation that has a significant financial impact on cities 
and towns, and to make recommendations to the Legislature for the 
continuation, amendment, or abolishment of the law or regulation. 
In this reporting period, DLM completed a comprehensive review of 
Chapter 766, the Commonwealth's Special Education Law. DLM 
also reviewed the Workers' Compensation Trust Fund. 
Gas Tax Increase 
In response to a petition from the Town of Hopkinton, DLM ruled 
that the ten-cent gasoline and special-fuels excise tax increase 
required by this Act does not impose a mandate under the provi-
sions of the local mandate law. The increase in the fuel excise tax 
should actually result in cites and towns receiving greater annual 
apportionments from the State Highway Fund, thus more than 
offsetting any new, incremental expenses the town of Hopkinton 
incurs for the purchase of gasoline for municipal vehicles. 
Out-of-Town and High School Voter Registration Laws 
In response to a petition from the City of Boston, DLM reviewed 
several laws relative to out-of-town and high school voter registra-
tion requirements. 
These laws require municipalities to register out-of-town resi-
dents at voter registration sessions and forward completed affida-
vits of registration to the municipality where these registrants 
reside. Also, all public high schools must designate an assistant 
registrar so that students and school employees may register to vote 
at all school sites. 
DLM determined that these laws are subject to the local mandate 
law and that the costs imposed upon the City of Boston to be in 
compliance totalled $35,798 from 1985 to 1990. 
Chapter 766 of 
the Acts of 1972 
Division of Local Mandates 
Special Education Report 
During this reporting period, DLM issued results of a comprehen-
sive study of the Commonwealth's Special Education Law, Chapter 
766. The report, which contained 41 recommendations, called for a 
major restructuring of the delivery of special education services. 
The most significant recommendation was a call for a statewide 
initiative to integrate, or mainstream, special education students 
into the regular classroom to the maximum extent appropriate. 
The report stressed that, for increased mainstreaming to be success-
ful, steps must be taken to revitalize regular education programs. 
Two important strategies to accomplish this goal include changes in 
teacher certification and increased special education training for 
current regular classroom teachers. Also cited as being necessary 
for successful mainstreaming was restoration of regular classroom 
support services, including teachers' aides, remedial programs, and 
counseling services; implementation of incentives and rewards for 
teacher excellence, particularly in mainstreaming; and increased 
pre-referral intervention. 
The recommendation to mainstream will work to reverse the 
trend toward increased placements in educational settings outside 
the regular classroom. During the 1980s, the number of these 
placements increased 28%. This trend is expensive, but more 
importantly, it contradicts Chapter 766 objectives by segregating 
students from their peers and from regular activities . 
Another important recommendation is that state and local offi-
cials aggressively pursue third-party insurance reimbursement, 
including Medicaid, for related services provided as part of a child's 
special education program. This reimbursement opportunity could 
generate $40 to $50 million per year . The report recommends that 
this revenue be retained by local school districts . 
Other recommendations address the utilization and oversight of 
educational collaboratives, the stability of private school tuition, the 
role of the Department of Education, and the need for improved 
data on the numbers and types of special-needs children served by 
the Commonwealth. 
The report showed that, despite a statewide decline in public 
school enrollment over the past 10 years, special education enroll-
ment has continued to increase and program costs have risen dra-
matically, far outpacing inflation. Between 1979 and 1989, public 
school enrollment statewide declined by 17%, while special educa-
tion enrollment continued to increase by 6%. Total spending for 
special education in 1980 was $267 million, in 1984 it was $389 
million, and in 1989 it reached $740 million. This represents a 
177% increase in ten years . 
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The report predicts that funding constraints and a public school 
population that is projected to increase 7% over the next five years 
will present a real crisis in public education. The report concludes 
that the Commonwealth must reassess and improve the delivery of 
equal educational services consistent with Chapter 766's intent to 
educate special-needs students in the least restrictive appropriate 
setting. (Copies of this report are available from DLM at 6171727-
0980.) 
Workers' Compensation Public Employer Trust Fund 
DLM conducted a study ofthe Workers' Compensation Public 
Employer Trust Fund established by Chapter 572. This fund was 
created as part of the workers' compensation reform legislation of 
1985, which required all public employers to make payments into a 
state-controlled fund to be used for several workers' compensation 
purposes, including cost of living adjustments, rehabilitation com-
pensation, and second-injury claims. 
The study found that the fund has had a significant and inequi-
table financial impact on municipalities throughout the state, with 
most receiving no benefit. The report revealed: 
• Assessments paid by public employers over the last five years 
have exclusively benefited 13 communities that have taken $3 .24 
from the trust fund for every dollar they have contributed. These 
13 communities have paid in $2,143,400 but have been reim-
bursed $6,951,714. 
• Fourteen other communities have received payments from the 
fund but have not recaptured their contributions, receiving 27 
cents for every dollar they have contributed. These 14 communi-
ties have paid in $3,148,485 and have been reimbursed only 
$853,655. 
• A total of 240 self-insured municipalities and group self-insured 
public entities have received no reimbursement while paying $2 .9 
million into the fund . 
• Total annual assessments have increased from $524,005 in FY 
1987 to $4,811,038 in FY 1991, an increase of 818%. 
Division of Local Mandates 
• The Public Employee Retirement Administration (PERA), as 
Workers' Compensation agent for the Commonwealth, has made 
only one assessment payment and has dropped out of the trust 
fund system . 
• Claims that are old enough to receive cost-of-living adjustments 
are three times more common in the public sector than in the pri-
vate sector. 
The study reports that the intent of the reform measure was to 
develop a mechanism to spread the risk and mitigate the financial 
impact of certain workers' compensation claims. However, the 
pooling concept should not be mandatory because claims-manage-
ment practices vary statewide. The report recommends legislative 
action to eliminate mandatory participation in this fund in order to 
provide significant and immediate real savings to all but a few cities 
and towns. 
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Office of the 
State Auditor: 
Legislative 
Agenda 
T he legislative package developed and presented to the Legislature by the OSA addresses significant audit results and, additionally, 
seeks to increase the efficiency and effective-
ness of audit operations . The package, 
therefore, complements aggregate audit 
recommendations by suggesting corrective 
actions in a comprehensive and useful 
manner. 
The following is a summary of pending 
legislation flled by the OSA for 1991 and of 
several recommendations by the State 
Auditor in his Report on Special Education 
in Massachusetts that were enacted as part 
of the fiscal year 1992 State Budget, Chap-
ter 138 of the Acts of 1991. 
Legislative Agenda 
Pending Legislation 
House 10 
House 13 
An Act Authorizing the State Auditor to Audit Private Foun-
dations of Institutions of Higher Education 
This bill would authorize the State Auditor to conduct audits of 
foundations or organizations established or controlled by a state 
college or university. These foundations are closely associated with 
public institutions of higher education, particularly through the use 
of the school name. Also, in many instances the foundation employs 
staff of the school and receives money from, as well as disburses 
money to, the college or university. The intent of this legislation is 
to ensure that these foundations are subject to the same accounta-
bility and fmancial monitoring as other college trust fund activities . 
House 10 received a favorable report from the Committee on 
State Administration and is currently pending before the House 
Committee on Ways and Means. 
An Act Concerning Reimbursement for the Costs of Special 
Education 
This bill would direct the Department of Education to establish a 
Medicaid Reimbursement Pilot Program in six local school districts . 
The goal of the Pilot Program is local school districts' increased use 
of Medicaid and other forms of insurance to fund eligible health-
related special education services which are currently paid for 
entirely by state and local funds . The bill would also repeal a 
provision in current law which prohibits school districts from receiv-
ing insurance reimbursement as providers of health services. With-
out such a repeal, cities and towns may contract with vendors who 
are Medicaid providers but are unable to take full advantage of 
Medicaid reimbursement opportunities. 
House 13 was included in a study order (House 5665 ) sent by the 
Committee on Education to the House Ways and Means Committee. 
However, an important provision of House 13 and several recom-
mendations of the State Auditor's Report on Special Education in 
Massachusetts were enacted as part of the FY 1992 State Budget 
(Chapter 138 of the Acts of 1991). These provisions are detailed on 
p . 71. 
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House 5588 
70 
An Act Relative to the Commonwealth's Contract De-
barment Process 
This bill would provide for a comprehensive redraft of the statute 
that authorizes and outlines the Commonwealth's debarment 
process. Debarment is an adjudicative process that provides for 
excluding from public contracting, for a specified period of time, 
state contractors who are found guilty of criminal violations or 
repeated contractual infractions. The State Auditor, in his capacity 
as a member of the Inspector General Council, has recommended 
five initiatives that would improve the timeliness and overall effec-
tiveness of the debarment process: decentralization of the de-
barment process, authorization to suspend contractors, improve-
ment in the timeliness of hearings, increase in the potential severity 
of penalties, and a lessening of the standard of proof. 
House 5588 received a favorable report from the Committee on 
State Administration and is currently pending before the House 
Committee on Ways and Means. 
Legislative Agenda 
Legislation Relative to Special Education Enacted 
through the Fiscal Year 1992 Budget 
Outside Section 
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Outside Section 
138 
Outside Section 
142 
Outside Section 
143 
The OSA's Division of Local Mandates, in March 1991, released a 
Report on Special Education containing 41 recommendations for 
improving the Commonwealth's delivery of special education serv-
ices . The following Outside Sections to the State Budget incorpo-
rated recommendations made in that report: 
This section directs the Board of Education, in conjunction with 
the Department of Education, to prepare a comprehensive report on 
the issue of mainstreaming children with special needs into the 
least restrictive environment. An in-depth study ofthe State Audi-
tor's Report on Special Education in Massachusetts is included in 
this charge. 
This section directs that certain procedures be followed prior to 
referring a child for evaluation for special education services. The 
principal of the child's school is required to ensure and document 
that all efforts have been made to meet the child's needs within the 
regular education program, including modifying curriculum and 
teaching strategies and using support services. 
This section inserts new language that allows school committees 
to seek third-party payments from insurance companies for health-
related services provided directly by school committee employees. 
The provision partially responds to House 13 and to the Auditor's 
recommendations in that it allows reimbursements from private 
insurers to school districts as providers of health services. However, 
the section specifically prohibits school committees from billing 
Medicaid. 
This section provides that a special needs child who changes 
school districts during the school year remains the responsibility of 
the original school district with respect to payment for private day 
school services . 
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Private 
Occupational 
Schools: Financial 
Evaluations 
C hapters 75C, 75D, and 93 of the Massachusetts General Laws require the Office of the State Auditor to annually evaluate the 
financial position of applicants for licensure 
or registration as private business, trade, or 
correspondence schools. These student-
protection statutes were enacted to ensure 
that occupational schools requesting licensure 
or registration from the Department of Edu-
cation are financially, as well as academi-
cally, qualified to operate in Massachusetts . 
Educational institutions, once determined 
by the OSA to be financially responsible, 
must then secure tuition protection in the 
amount recommended by the Office of the 
State Auditor, the sum to be not less than 
$5,000 nor more than $100,000 per school. 
This protection, in the form of a surety bond, 
an irrevocable letter of credit, or a term 
deposit account payable to the Common-
wealth, is intended to cover potential tuition 
refunds to students by allowing them to 
recover damages resulting from fraud, decep-
tive student recruitment practices, or a 
breach of contract. 
OSA Financial 
Evaluations 
January 1, 1991 
through 
June 30, 1991 
Private Occupational Schools: Financial Evaluations 
During the period covered by this report, 
71 financial evaluations of private occupa-
tionalschools were conducted by the OSA, 
including 10 applications flied by prospec-
tive new schools which were found to be 
financially eligible for original licensure. 
A total of 16 schools which had previously 
been certified by this office were reclassified 
as inactive, leaving 158 schools on the OSA 
active file as of June 30, 1991. 
The 158 active private occupational 
schools at fiscal year-end represent the 
OSA's annual review and approval of the 
financial statements filed by 57 business 
schools, 56 trade schools, 6 correspondence 
schools, 6 registered schools, and 33 real 
estate schools. 
Chapter 750 Chapter 93 Chapter 75C 
Business Trade Correspondence 
Schools Schools Schools 
January 3 2 
Febnlary 3 2 
March 5 9 1 
April 10 5 2 
May 6 4 
June 5 2 
TOTAL 32 24 3 
Real 
Regtstered Estate 
Schools Schools TOTAL 
1 4 10 
1 6 
3 18 
1 18 
1 11 
1 8 
3 9 71 
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Audit Reports Issued 
Authority Audits 
AUDIT ISSUE 
AUDIT NUMBER DATE 
l. Acushnet Housing Authority 91-592-2 01/31191 
2. Amesbury Housing Authority 91-3029-8 06/27/91 
3. Amherst Housing Authority 91-3012-8 01114/91 
4 . Arlington Housing Authority 91-599-2 OS/29/91 
5. Avon Housing Authority 91-3004-8 01115/91 
6. Barnstable Housing Authority 90-3109-8 01131191 
7 . Barre Housing Authority 91-607-2 OS/20/91 
8 . Belmont Housing Authority 91-3005-8 03/05/91 
9. Billerica Housing Authority 91-3021-8 04109/91 
10. Blackstone Housing Authori ty 91-615-1 03/06/91 
11. Bridgewater Housing Authority 91-3009-8 06128/91 
12. Cape Cod Commission 91-1327-2 05/03/91 
13. Central Mass. Regional Planning Commission 90-574-2 02108/91 
14. Chelmsford Housing Authority 91-3013-8 04102191 
15. Chicopee Housing Authority 91-3020-8 04/29/91 
16. Community Development Finance 91-1022-6 05/30/91 
Corporation 
17. Concord Housing Authority 91-3041-8 OS/22191 
18. Danvers Housing Authority 91-3040-8 01124/91 
19. Dartmouth Housing Authority 91-3048-8 OS/23/91 
20. Dedham Housing Authority 91-3017-8 01114/91 
2l. Dennis Housing Authority 91-3015-8 02119/91 
22. Duxbury Housing Authority 91-3044-8 01111191 
23. East Bridgewater Housing Authority 91-645-2 03/29/91 
24. Easton Housing Authority 91-3054-8 03/25/91 
25. Essex Housing Authority 91-649-2 05/09/91 
26. Everett Housing Authority 91-3064-8 06/28/91 
27. Fairhaven Housing Authority 91-651-2 03/13/91 
28. Fall River Housing Authority 91-3052-8 03/08/91 
29. Fall River Line Pier, Inc. 91-504-2 05/03/91 
30. Fall River Redevelopment Authority 91-653-2 02112191 
3l. Falmouth Housing Authori ty 91-3051-8 OS/20/91 
32. Framingham Housing Authori ty 91-3043-8 01/ 14191 
33. Gardner Housing Authority 91-3001-8 06/05/91 
34 . Hanover Housing Authority 91-1288-2 05/17/91 
35. Hopedale Housing Authority 91-680-2 04122191 
36. Leicester Housing Authority 91-691-2 04/09/91 
37. Lexington Housing Authority 91-3038-8 04/29/91 
38. Lynn Housing Authority 91-3027-8 03/27/91 
39. Manchester Housing Authority 91-703-2 05/17/91 
40. Maehpee Housing Authority 91-707-2 03/27/91 
4l. Massachusetts Bay Transportation Authority- 91-3058-8 05/01191 
KPMG Peat Marwick Audit 
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AUDIT ISSUE 
AUDIT NUMBER DATE 
42. Massachusetts Technology Development 91-136-6 01111191 
Corporation 
43. Merrimac Housing Authority 91-3028-8 05/09/91 
44. Norfolk Housing Authority 91-841-2 04122/91 
45. Northampton Housing Authority 91-3025-8 05/30/91 
46. Norwell Housing Authority 91-854-2 05/30/91 
47. Orange Housing Authority 91-749-2 04/08/91 
48. Orleans Housing Authority 91-750-2 05/03/91 
49. Oxford Housing Authority 91-3003-8 01131191 
50. Pioneer Valley Planning Commission 91-3103-8 01129/91 
51. Pioneer Valley Planning Commission 90-3114-2 01129/91 
52. Pittsfield Housing Authority 91-3042-8 06/11191 
53. Quincy Housing Authority (EDP) 91-3353-4F 06/06/91 
54. Quincy Housing Authority 91-3039-8 06127/91 
55. Reading Housing Authority 91-3050-8 06/14/91 
56. Rehoboth Housing Authority 91-786-2 04126/91 
57. Revere Housing Authority 91-3026-8 01123/91 
58. Rockport Housing Authority 91-3046-8 06128/91 
59. Salem Housing Authority 91-3053-8 04/30/91 
60. Saugus Housing Authority 91-772-2 03/ 15/91 
6l. Scituate Housing Authority 91-3062-8 05/30/91 
62. Southborough Housing Authority 91-875-2 03/13/91 
63. Southbridge Housing Authority 91-780-2 06/26/91 
64. Southeastern Regional Planning & Economic 91-1296-2 04122191 
Development Commiuion 
65. Southeastern Regional Transit Authority 91-878-6 01111/91 
66. Springfield Housing Authority 91-3090-8 04130/91 
(with EDP Internal Control Review) 
67. Sterling Housing Authority 91-787-2 05/20/91 
68. Stow Housing Authority 91-3080-8 06/27/91 
69. Wakefield Housing Authority 91-3008-8 03/13/91 
70. Westborough Housing Authori ty 91-809-2 06/26/91 
71. Wilbraham Housing Authori ty 90-818-1 0 113 1191 
72. Williamstown Housing Authori ty 91-3059-8 05/17/91 
73. Woburn Housing Authority 91-3049-8 06/27/91 
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Education Audits 
AUDIT ISSUE 
AUDIT NUMBER DATE 
1. Berkshire Community College- 91-190-2 05120/91 
Student Financial Assistance Programs 
2. Bristol Community College- 91-191-2 03/20/91 
Student Financial Assistance Programs 
3 . Holyoke Community College- 91-195-2 OS/20/91 
Student Financial Assistance Programs 
4. Massachusetts Maritime Academy- 91-182-2 03/06/91 
Student Financial Assistance Programs 
5 . Massasoit Community College- 91-197-2 03/27/91 
Student Financial Assistance Programs 
6 . Mt. Wachusett Community College- 91-200-2 OS/20/91 
Student Financial Assistance Programs 
7. Northern Essex Community College- 91-201-2 03/15/91 
Student Financial Assistance Programs 
8 . North Shore Community College- 91-2002-9 03/19/91 
Chapter 647 Review 
9 . North Shore Community College- 91-202-2 03127/91 
Student Financial Assistance Programs 
10. University of Lowell- 91-206-2 OS/20/91 
Student Financial Assistance Programs 
II. University of Massachusetts-Amherst 91-213-9 03/20/91 
Chapter 647 Review 
12. University of Massachusetts-Boston 90-6005-9 01124/91 
13. University of Mallllachullettll- 90-216-7 03/20/91 
Medical School 
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Human Services Audits 
AUDIT ISSUE 
AUDIT NUMBER DATE 
1. Bridgewater State Hospital 91-1335-2 05/16/91 
2. Department of Correction 91-4014-3 0 1110/91 
3. Department of Correction- 91-0145-4C 06/ 19/91 
Management Systems 
4. Department of Public Welfare- 91-4015-3 06/21191 
Closing of Wakefield Office 
6. Erich Lindemann Mental Health Center 91-263-2 03/19/91 
6. Massachusetts Correctional lnstitution- 91-146-2 OS/29/91 
Bridgewater 
7. Massachusetts Correctional lnstitution- 91-151-2 03128/91 
Plymouth 
8. Monson Developmental Center 91-262-2 04126/91 
9. Office .of Handica pped Affairs 91-1308-2 01/11191 
10. Old Colony Correctional Center 91-994-2 05/09/91 
11. Paul Dever State School 91-0264-2 02120/91 
12. Southeastern Correctional Center 91-990-2 OS/29/91 
13. Taunton State Hospital 91-266-2 03/20/91 
14. Western Massachusetts Hospital 91-305-2 05/20/91 
15. Worcester County House of Correction 89-6006-9 02128/91 
16. Worcester State Hospital 91-269-2 05/03/91 
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Judiciary flaw Enforcement Audits 
AUDIT ISSUE 
AUDIT NUMBER DATE 
l. Appeals Court 91-1101-2 01/28/91 
2. Brockton District Court (EDP) 90-1198-4C 06/06/91 
3. Department of Correction (EDP) 91-0145-4C 06/19/91 
4. Fall River District Court (EDP) 91-1193-4C 05/15/91 
5. Northampton District Court- 90-4013-2 04130/91 
Honor Court Program 
6. Prevent, Inc. 91-4013-6 04/30/91 
7. Processing and Collection of Civil 91-5010-3 06/10/91 
Motor Verucle Infractions (CMVIs) 
69 District Courts 
Amesbury District Court Milford District Court 
Attleboro District Court Nantucket District Court 
Ayer District Court Natick District Court 
Barnstable District Court New Bedford District Court 
Brighton District Court Newburyport District Court 
Brockton District Court Newton District Court 
Brookline District Court Northampton District Court 
Cambridge District Court North Berksrure District Court 
Charlestown District Court Orange District Court 
Chelsea District Court Orleans District Court 
Crucopee District Court Palmer District Court 
Clinton District Court Peabody District Court 
Concord District Court Pittsfield District Court 
Dedham District Court Plymouth District Court 
Dorchester District Court Quincy District Court 
Dudley District Court Roxbury District Court 
East Boston District Court Salem District Court 
Edgartown District Court Somerville District Court 
Fall River District Court South Berkshire District Court 
Fitchburg District Court South Boston District Court 
Framingham District Court Spencer District Court 
Gardner District Court Springfield District Court 
Gloucester District Court Stoughton District Court 
Greenfield District Court Taunton District Court 
Haverhill District Court Uxbridge District Court 
Hingham District Court Waltham District Court 
Holyoke District Court Ware District Court 
Ipswich District Court Wareham District Court 
Lawrence District Court Westborough District Court 
Leominster District Court Westfield District Court 
Lowell District Court West Roxbury District Court 
Lynn District Court Winchester District Court 
Malden District Court Woburn District Court 
Marlborough District Court Worcester District Court 
Wrentham District Court 
8 . Suffolk County District Attorney's Office 91-1255-2 06/26/91 
9. Supreme Judicial Court 91-1100-2 01128/91 
80 
Other Audits 
AUDIT 
1. Administration of the Commonwealth's 
Deferred Compensation Program 
2. Agency Compliance with Comptroller's 
Year-End Closing InstnIctions : 
Audit Reports Issued 
AUDIT 
NUMBER 
90-1032-3 
90-5001-2 
ISSUE 
DATE 
03/04/91 
02126/91 
Encumbrance & Advance Fund Management 
58 Entities 
Berkshire Community College 
Board of Library Commissioners 
Board of Regents of Higher 
Education 
Bridgewater State College 
Chelsea Soldiers ' Home 
Commission on Criminal Justice 
Commission on Veterans' Services 
Department of Correction 
Department of Education 
Department of Employment and 
Training 
Department of Environmental 
Management 
Department of Environmental 
Protection 
Department of F isheries and 
Wildlife 
Department of Industrial Accidents 
Department of Mental Health 
Department of Mental Retardation 
Department of Public Health 
Department of Public Safety 
Department of Public Utilities 
Department of Public Welfare 
Department of Public Works 
Department of Revenue 
Department of Social Services 
Department of Youth Services 
Department of the Attorney Ckneral 
Department of the Secretary of 
State 
Division of Banks 
Division of Capital Planning and 
Operations 
Division of Insurance 
Executive Office for Administration 
and Finance 
Executive Office of Communities 
and Development 
Executive Office of Economic Affairs 
Executive Office of Elder Affairs 
Executive Office of Energy 
Resources 
Executive Office of Environmental 
Affairs 
Executive Office of Transportation 
and Construction 
Framingham State College 
Group Insurance Commission 
Massachusetts Arts Lottery Council 
Massachusetts Rehabilitation 
Commission 
Massachusetts Firefighting 
Academy 
Metropolitan District Commission 
Middlesex District Court 
Northern Essex Community College 
Office of Management Information 
Systems 
Office of the Bristol County District 
Attorney 
Office of the Chief Administra tive 
Justice of the Trial Court 
Office of the Suffolk County District 
Attorney 
Roxbury Community College 
Southeastern Massachusetts 
University 
State Lottery Commission 
State Treasurer and Receiver 
General 
University of Lowell 
Uni versity of Massachusetts-
Medical School 
University of Massachusetts-
Amherst 
Walter E . Fernald State School 
Westfield State College 
Worcester State College 
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Audit Reports Issued 
82 
AUDIT 
3. Agency Compliance with Comptroller's 
Year-End Closing Instructions: Cash & 
AUDIT 
NUMBER 
90-5002-2 
ISSUE 
DATE 
04/17/91 
Revenue Management (79 State Agencies & 19 Registry of Deeds Offices) 
State Agencies 
Barnstable Probate and Family 
Court 
Berkshire Community College 
Berkshire Probate and Family Court 
Bridgewater State College 
Bristol Community College 
Cape Cod Community College 
Chelsea Soldiers' Home 
Department of Correction 
Department of Education 
Department of Employment and 
Training 
Departmen t of Environmental 
Management 
Department of Environmental 
Protection 
Department of Food and Agriculture 
Department of Mental Health 
Department of Mental Retardation 
Department of Public Health 
Department of Public Safety 
Department of Public Utilities 
Department of Public Welfare 
Department of Public Works 
Department of Revenue 
Department of Social Services 
Department of the Secretary of State 
Division of Banks 
Division of Fisheries and Wildlife 
DiviElion of Insurance 
Division of Registration 
Essex Superior Court 
Executive Office of Elder Affain 
Executive Office of Transportation 
and Construction 
Fall River District Court 
Fernald State School 
Fitchburg State College 
Framingham State College 
Gloucester District Court 
Greenfield Community College 
Group Insurance Commission 
Hampden Probate and Family Court 
Holyoke Community College 
Leominster District Court 
Massachusetts Bay Community 
College 
Massachusetts College of Art 
Massachusetts Firefighters Academy 
Massasoit Community College 
Metropolitan District Commission 
Middlesex Community College 
Middlesex Probate and Family Court 
Mount Wachusett Community 
College 
Norfolk Probate and Family Court 
Northern Essex Community College 
North Shore Community College 
Office of Management Information 
Systems 
Plymouth Superior Court 
Purchasing Agents Division 
Registry of Motor Vehicles-Boston 
Registry of Motor Vehicles-Brockton 
Registry of Motor Vehicles-Chicopee 
Registry of Motor Vehicles-Fall River 
Registry of Motor Vehicles-Fitchburg 
Registry of Motor Vehicles-
Framingham 
Registry of Motor Vehicles-Haverhill 
Registry of Motor Vehicles-Hyannis 
Registry of Motor Vehicles-Lawrence 
Registry of Motor Vehicles-Lowell 
Registry of Motor Vehicles-Lynn 
Registry of Motor Vehicles-
New Bedford 
Registry of Motor Vehicles-Pittsfield 
Registry of Motor Vehicles-
Springfield 
Registry of Motor Vehic1es-WorcesteT 
Roxbury Community College 
Southeastern Massachusetts 
University 
State Lottery Commission 
State Treasurer and Receiver 
General 
Suffolk Probate and Family Court 
University of Lowell 
University of Massachusetts-
Amherst 
University of Massachusetts-Boston 
University of Massachusetts-
Worcester 
Westfield State College 
Audit Reports Issued 
AUDIT ISSUE 
AUDIT NUMBER DATE 
Registry of Deeds Offices 
Barnstable Franklin 
Berkshire Middlesex Hampden 
Berkshire North Hampshire 
Berkshire South Middlesex North 
Bristol Middlesex South 
Bristol North Norfolk 
Bristol South Plymouth 
Essex North Suffolk 
Essex South Worcester 
Worcester North 
4. Appellate Tax Board 91-143-2 03/29/91 
5. Ballot Law Commission 91-77-2 05/09/91 
6 . Boston City Clerk's Office 90-6016-9 01117/91 
7. Boston Metropolitan District 91-581-2 05/16/91 
8. Department of the State Treasurer 90-85-1 01111191 
9. Division of Marine Fisheries (EDP) 91-0282-4F OS/29/91 
10. Executive Office of Economic AffairslMass . 90-6017-9 02128/91 
Office of Travel & Tourism: Interim Report 2 
11. Legislative Research Bureau 91-233-2 05/03/91 
12. Office of the Chief Medical Examiner 90-1309-2 04/09/91 
13. Office of the Inspector General 91-1052-2 04102191 
14. Schooner Ernestina Commission 91-6005-9 05/10/91 
EPA/Federal Contracts 
1. EPA Construction Gran t - Lowell 
2. EPA Construction Grant - Lowell 
3 . EPA Construction Grant - Lowell 
4 . EPA Construction Grant - Mansfield 
5 . EPA Construction Grant - Mansfield 
6 . EPA Construction Gran t - Northampton 
7. EPA Construction Grant - Southbridge 
8. U . S . Fish and Wildlife Grants to 
Massachusetts Division of Fisheries & Wildlife 
90-3094-1 
90-3106-1 
90-3087-1 
91 -3035-1 
90-3034-1 
91-3037-1 
91-3055-1 
90-3074-1 
04/23/91 
06/ 19/91 
06/19/91 
06/ 11191 
06/19/91 
04/24/91 
06/ 11191 
06/11191 
83 
84 
... 
Appendix II 
Division of Local 
Mandates: 
Determinations & 
Cost Studies 
85 
DLM Determinations & Cost Studies 
LAW, REGULATION , 
OR LEGISLATION 
House No. 2895 
House No. 2755 
House No. 2692 
House No. 1 , Section 210 
Line Item 1599-3658 
Line Item 2520-0100 
Ch. 121 of the Acts of 1990 
Ch. 572 of the Acts of 1985 
Ch. 424 of the Acts of 1984 
Ch. 425 of the Acts of 1984 
Ch. 567 of the Acts of 1989 
Ch. 630 of the Acts of 1986 
Ch. 95 of the Acts of1985 
86 
ISSUE 
An Act Providing for Eliminating Standees on School Buses 
An Act to Exempt Real & Personal Property of Certain Charitable 
Mental Health Corporations from Local Taxation 
An Act Relating to Handicapped Accessibility and the 
Open Meeting Law 
Teachers' Pension Assessments on Municipalities 
Berkshire County Assessment Above 2.5% Cap 
Mosquito Control Assessments 
Gas Tax Increase 
Workers' Compensation Public Employee Trust Fund 
Vocational Education 
Out-of-Town and High School Voter Registration Laws 
Department of Environmental Protection Assessment of Civil 
Administrative Penalties 
RESULT 
Mandate 
No Mandate 
No Cost 
No Mandate 
Constitutional and Federal Requirement 
Mandate 
No Mandate 
Legislative Override of Ch. 59 Assessment Cap 
No Mandate 
Legislative Override ofCh. 59 Assessment Cap 
No Mandate 
No Additional Costs 
No Mandate 
Local Option 
Mandate 
Mandate 
No Mandate 
Costs Due to Noncompliance 
DLM Determinations & Cost Studies 
FUNDING 
Submitted Mandate Determination for 
Legislative Consideration 
Not Applicable 
Not Applicable 
Commonwealth Deficient in Payment to the City 
of Boston in the Amount of $2.75 Million and 
Statewide in the Amount of $28.6 million 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Commonwealth Deficient in Payment to the 
Towns of Easthampton, Hatfield , Ludlow and 
South Hadley in the Amount of $16,810.00 
Commonwealth Deficient in Payment to the City 
of Boston in the Amount of $35,798.00 
Not Applicable 
87 
DLM Determinations & Cost Studies 
LAW, REGULATION, 
OR LEGISLAnON 
Ch. 121 and Ch. 150 
of the Act8 of 1990 
310 CMR4.00 
603 CMR 28.322 
603 CMR 28.201.3 
603 CMR 28.322.13 
603 CMR 28.202 
801 CMR4.02 
Sub8ection 720 
EPA 40 CFR 141.24 
88 
ISSUE 
Admini8trative Expen8e8 for Light Plant to Collect Taxe8 
Department of Environmental Protection Compliance As8urance Fee8 
Ma88achu8ett8 State Plan 
Chapter 766 
Third Party Billing 
Chapter 766 
Extended School Year 
Chapter 766 
Elimination of Bill Backs for F08ter Home Pupil8 
Department of Public Work8 Utility & Highway Acce88 Permit Fee8 
Department of Environmental Protection Water Sampling 
RESULT 
No Mandate 
Public Entity Engaging in Private Activity 
No Mandate 
Municipalities Exempt 
No Mandate 
Federal Requirement 
No Mandate 
Federal Requirement 
No Mandate 
Federal Requirement 
No Mandate 
No Cost Impact 
Mandate 
No Mandate 
Federal Requirement 
DLM Determinations & Cost Studies 
FUNDING 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Not Applicable 
Commonwealth Deficient in Payment to the 
Town of Shrewsbury in the Amount of $500.00 
Not Applicable 
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